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EARLY every newspaper report of 
a daring bank robbery contains the 
remark that “The loss is covered by 


insurance.” 


In the case of scores of these robberies, 
human lives have been lost in addition 
to the money which the bandits have 
taken with them. The loss of human life 
has not been confined to bank employees, 
for in many cases a bank depositor, a 
law enforcement officer or an innocent 


bystander has been shot to death. 


Lower insurance rates can come about 
only by a reduction in bank losses 
through hold-ups and robberies. These 
losses can be reduced only through more 


adequate bank protection, and it is here 


4 


lan 


that the York Safe and Lock Company 


can be of assistance. 


For over fifty years we have special- 
ized in the building of vaults and today 
our Timelock and Delayed Action Equip- 
ment is aiding hundreds of banks to 


defeat criminals. 


The services of a York engineer or 
representative are yours for the asking to 
aid you in making your bank impregna- 
ble to bandit attack. Why not write us to- 
day? Working together we can do much to 
“take the profit motive out of banditry.” 


EMBER 
us 


W Gy, 


‘WE OUR Part 


President 


YORK SAFE AND LOCk CO. 


e YORK, PENNSYLVANIA + 
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MONTREAL 
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How WELL 


do you know your debtors? 


VERY banker can run through his loans and tell you the reputation, 
financial condition and future prospects of each man and company 
listed. That’s his job—to keep in touch with those who owe him money. 


But no banker can be expected to be as intimately informed on the fluctu- 
ating fortunes of the many and varied companies and governments to 
whom he has loaned money through the purchase of bonds. That’s too 
complex a job for any one man—or even two or three or four. Only a 
fully-manned investment organization—such as Moody’s—can do justice 
to that job. 


The same investment specialists responsible for the universally-accepted 
““Moody’s Ratings” watch constantly over your portfolio when your bank 
becomes a client of Moody’s Supervisory Service. There are rails special- 
ists, foreign bond specialists, utilities specialists, men whose whole time 
is given to keep abreast of, and anticipating fluctuations in security values 
in each field. And to fit all their findings to your bank’s problem, there’s 
a personal counsellor who knows your needs for liquidity, income, diver- 
sification—who gives you practical advice that your balance sheet can stand. 


Follow the example of the many banks—big and small—that are using 
this service today, and making their bond accounts both safe and profit- 
able. Your bank can afford it—let us show you how. 


MOODY'S INVESTORS SERVICE 


JOHN MOODY, President 
65 BROADWAY NEW YORK CITY 
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The Condition of BANKING 


greater industrial and commercial borrowing activity 
in the fall. This is in spite of a rather spotty present 
business situation. 

The continued increase in deposits, while not so great as 
in the earlier months of the year, has brought the cheap 
money and easy credit situation to a climax in which banks 
are showing increasing restlessness and dissatisfaction over a 
lack of substantial earnings. 

Their holdings of Government securities continue to in- 
crease with comparatively little net change in other invest- 
ments. Mounting bond prices are further reducing income 
possibilities. Under the circumstances the all-absorbing 
question is a possible increase in loans, especially customers’ 
loans, and on the whole the prospect in this line seems to have 
improved slightly. Prima facie there has been little change 
in the situation. 

Total outstanding loans, on securities and otherwise, as 
reported by member banks remain in about the same volume 
as in June, but this reflects a decrease in the loans of banks 
in metropolitan districts and an increase in loans by country 
banks. Bankers generally insist, moreover, that the total 
outstanding volume of money lent does not accurately re- 
flect the situation. There has been a continued liquidation of 


ie current trend of banking is definitely toward 


old loans, some of them previously considered more or less 
doubtful, and a steady relending of funds to the same or 
other borrowers. The character of the new loans is unusually 
high and there is a vigor and snap about the new transac- 
tions which have been lacking in the past three years or 
more. St. Louis and Dallas report definite increase in the use 
of bank credit. 

Banks in nearly all the Federal Reserve districts, but 
especially in the Boston, Philadelphia, Cleveland, St. Louis, 
Atlanta and Minneapolis districts, report continued inquiry 
for loans from industrial concerns with tentative arrange- 
ments for borrowings in the early autumn. 

The indications are that this tentative situation will con- 
tinue for another month or more. Reorganization and re- 
alignment in the N.R.A. and the A.A.A. are clearing up the 
industrial and agricultural situation considerably, and in- 
dustrial and commercial borrowers seem to be a little more 
certain of their position. 

Uncertainty as to the outlook for crops in the drought 
stricken Central West and Southwest, labor strife and other 
uncertain factors in the situation, are restraining influences. 

Also, while most industrialists and merchants seem to 
anticipate definite business revival in the autumn, they do 
not propose to go ahead with new undertakings until the 
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THE CHASE 


NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, June 30, 1934 


RESOURCES 


CasH AND FrRom BAnkKs 
U. S. GovERNMENT SECURITIES 


Nores RECONSTRUCTION FINANCE 
STATE AND MuNICIPAL SECURITIES MATURING WITHIN TWO YEARS 


OrHER STATE AND MuNICcIPAL SECURITIES 


OTHER SECURITIES MATURING WITHIN TWO YEARS . 


FEDERAL Reserve BANK Stock 

OrHER Bonps AND SECURITIES 

Loans, Discounts AND BANKERS’ Accurrauces 
Reav Estate . 

CusTOMERS’ 


LIABILITIES 


CaprIrAL—PREFERRED 
CapiTat—ComMMon 

SuRPLUS 

UnDIVIDED Paneres 
RESERVE FOR CONTINGENCIES . 
RESERVE FOR TAXES, INTEREST, ETC. 
Deposits 
CERTIFIED AND s 
AcCEPTANCES OUTSTANDING 

ITEMS IN TRANSIT WITH BRANCHES 


LIABILITY AS ENDORSER ON ACCEPTANCES AND BILLs 


OTHER LIABILITIES 


. $ 412,910,989.13 


417,366,338.51 
46,222,000.00 
51,289,144.81 
33,920,788.78 
42,905,777.98 
8, 160,000.00 
90,776,109.66 
621, 566,066.51 
42,305,257.16 
29,802,516.83 
13,473,966.19 


$1,810,698,955.56 


$ 50,000,000.00 


100,270,000.00 
50,000,000.00 
16,520,815.19 
17,131,683.13 
1,112,383.55 
1,512,485,566.27 
20,960,585.88 
33,675,223.51 
1,192,703.16 
1,314,127.76 
6,035,867.11 
$1,810,698,955.56 


This statement does not include the statement of The Chase Bank 
with branches in Paris and the Far East or of any organization 
other than The Chase National Bank of the City of New York. 
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expected business revival approaches 
realization. Unless there is a marked 
upturn in trade in the near future, loans 
in considerable volume are likely to be 
required to carry accumulated stocks of 
merchandise and prevent the dumping 
of goods upon a market already dis- 
playing signs of weakness. 

However, there is no doubt that the 
average business man at the present 
time is very anxious to keep out of debt 
and will make sacrifices to do so. Coun- 
try banks, as a class, are distinctly more 
active in the lending line than they have 
been. Their business is characterized by 
an increasing number of small loans. 
The market generally is a small borrow- 
ers’ market, even large concerns confin- 
ing their borrowings to immediate 
necessities. 

Liquidation of customers’ loans in in- 
dividual banks has been accompanied 
by a liquidation of bank borrowings 
from the Reserve banks, the R.F.C. and 
other institutions. Member bank bor- 
rowings from the Reserve have fallen to 
purely nominal proportions. Loans from 
the R.F.C. are being repaid at the rate 
of about $40,000,000 a month and are 
now about 65 per cent liquidated. 

Banks, in short, are alive with money. 


The situation has been greatly accen- 
tuated by the policy of the Federal 
Treasury in using the gold in its general 
fund for the payment of current Gov- 
ernment expenses by depositing gold 
certificates in the Reserve bank and 
drawing against them. 


LOWER INTEREST 


THE money thus distributed flows 
into the banks and most of it eventually 
finds its way into member bank excess 
reserves. The result is a constant trend 
toward lower interest rates. By mid- 
June average interest rates on the 
public debt had fallen to 3.1 per cent, 
the lowest ever known. Call money and 
open market rates are at the lowest 
level practicable. 

Rates charged customers by banks in 
eight northern and eastern cities as re- 
ported by the Reserve Board fell from 
4.65 per cent in January to 4.38 per 
cent in May; in 27 southern and west- 
ern cities from 5.40 in January to 5.28 
per cent in May, the rates in either case 
showing more rapid declines as summer 
approached. Judging by parallel rates 
on deposits present interest charged 
customers must be still lower. During 
the past month banks in nearly all the 


PEN AND MICROPHONE 


larger cities and in many country dis- 
tricts have reduced the rates of interest 
paid on time and savings deposits with 
a marked tendency to penalize such 
deposits in excess of $5,000 in individual 
accounts. 

The loan market, manifestly, is a 
borrowers’ market for those willing and 
in a position to borrow. Reports from 
all over the country indicate that banks 
are following a liberal policy—far more 
liberal, in fact, than they were willing 
to follow three months ago—but bor- 
rowers are holding back in definite 
commitments. 

No one pretends to be enthusiastic 
over the business outlook before au- 
tumn but most students of the situation 
agree that the summer slump is less 
than anticipated and the prospects on 
the whole are fairly good. Nevertheless 
there is an undercurrent of pessimism 
and most business men are busying 
themselves wondering what will happen 
if the Government’s recovery program 
does not succeed and if there is not a 
marked business revival from Septem- 
ber on. Statistics give little indication 
of the trend, especially in view of the 
change in the monetary standard be- 
tween this (CONTINUED ON PAGE 72) 


With both encouraging and doubtful trade indications in the news, business men are 
hearing with unusual interest pronouncements that foretell a fall election 


Uncertainty as to the outlook for crops in the 

drought stricken Central West and Southwest, labor 

strife and other uncertain factors in the situation are 
restraining influences 


Reorganization and realignment in the N.R.A. and 
the A.A.A. are clearing up the industrial and agri- 
cultural situation considerably, and industrial and 
commercial borrowers seem to be a little more certain 


0. 
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CONTINENTAL ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 


Statement of Condition, June 30, 1934 


RESOURCES 
Cash and Due from Banks 


United States Government Securities: 
Pledged $ 21,437,346.16 
Unpledged . 229,800,995.48 
Other Bonds and Securities: 
Pledged 
Unpledged . 
Loans and Discounts’. 
Stock in Federal Reserve Bank 
Customers’ Liability on Acceptances , 
Other Banks’ Liability on Bills Purchased 
Income Accrued but Not Collected . 
Banking House 
Real Estate Owned other ra Benking — : 


$ 49,301,068.08 
67,572,461.02 


LIABILITIES 

Deposits: 

General . 

Public Funds 
Acceptances 
Other Banks’ Bills Sold 
Reserve for Taxes and Interest 
Income Collected but Not Earned 
Capital Account: 

Preferred Stock 

Common Stock 

Surplus ; 

Undivided Profits 


Reserve for Contingencies 


$65 3,146,084.19 
__92,409,453-42 


$ 50,000,000.00 
25,000,000.00 
10,75 0,000.00 


8,101,094.75 
12,500,000.00 


$207,696,407.91 
251,238,341.64 


116,873,529.10 
259,029,412.85 
3,000,000.00 
2,909,501.56 
8,141.67 
3,576,860.24 
14,250,000.00 
1,447,679.88 
248,775.39 
$860,278,650.24 


$745,555:537-01 
35591,933-68 
8,141.67 
4,399,024.61 
372,917.92 


106,351,094.75 
$860,278,650.24 
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IN MID-PACIFIC 


The administrative building in Honolulu, once the royal palace. 
President Roosevelt’s Pacific trip drew attention to the importance of 
these islands to the United States 


Banks 


As anticipated, midyear bank state- 
ments have disclosed a tremendous in- 
crease in bank deposits and continued 
high liquidity. The increase in deposits 
is somewhat peculiar to the United 
States, but the high degree of liquidity 
in banks seems to be parallel to that in 
the banks of other countries where there 
has been little or nothing in the banking 
situation to call for it. 

High liquidity in banks under present 
conditions in the United States and else- 
where is largely high inability of banks 
to function properly. In the United 
States this is due mostly to low indus- 
trial and commercial activity. In other 
countries it is due to low industrial and 
commercial activity in special relation 
to foreign trade. 

In other words it is not banking 
troubles which are responsible for pres- 
ent banking conditions. The dislocation 
lies elsewhere, and the sooner people 
stop worrying about the banks and give 
their attention to the real cause of 
industrial and commercial inertness the 
sooner will a way out be found. 


* 
Expending Money 
The actual expenditures of the 


P.W.A. in the second half of the current 
calendar year are expected to be about 


NTLY 


PUBLISHERS 


twice those of the first half, which | 
amounted to around $400,000,000. How | 
much business optimism can be based | 
upon the prospect depends upon the | 
optimist, but even the most opinionated | 
optimist must agree that as a substitute | 


for a revival of private spending in in-| 


dustry and construction the maximum 
of the Public Works expenditures can- 
not go very far. 

Whatever can be said for public ex- 
penditures as a business stimulant they | 
cannot stimulate if and when they are | 
accompanied by the restrictions upon 
business in other lines which are holding 
back natural and normal progress to- 
ward recovery. 


* 
Replacements 


Economic pundits have suddenly dis- 
covered that, while everybody agrees 
that business recovery depends upon a | 
revival of the capital goods industries, | 
36 of the first 260 industrial codes pro- | 
hibit machinery and plant replace- | 
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e SPECIALISTS IN e 


UNITED STATES 
GOVERNMENT 
SECURITIES 


C.J. DEVINEs CO. 


INCORPORATED 
48 WALL STREET, NEW YORK 
HAnover 2-2727 


CHICAGO BOSTON 
PHILADELPHIA SAN FRANCISCO 


Direct Wires to all Offices 


ments or any increase in production | 
through the introduction of new ma- | 
chinery—one of the principal lines of | 
possible capital goods activities in 
which there are not only tremendous 
possibilities but also much actual need. | 
Tie such restrictions to general business | 
uncertainty and it can be understood | 
how and why business lags. | 


¥ he most popular of all bank checks 
now contains an astonishing new 
feature that banks are capitalizing 
successfully both with old and new 
customers. Have you seen New 
Super-Safety? Ask the Todd man to 
give you a demonstration. 


TODD 


ROCHESTER, NEW YORK 


OFFICES IN ALL PRINCIPAL CITIES 


Super-Safety Checks. Pass Books and Check 

Covers. Stationery and Bank Supplies. The 

Protectograph. Registered Protod-Greenbac 
Checks. Check Signers 
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THE HOME 


INSURANCE COMPANY 


NEW YORK 
162” 


Cash in Banks and Trust Companies. $ 7,550,815.75 
SEMI-ANNUAL 
Other Bonds and Stock 156,744.20 * 
S T A T M N T er Bonds and Stocks 


Premiums in course of Collection. . 
June 30, 1934 Accrued Interest 478,624.00 
Other Admitted Assets 1,047,348.00 


DIRECTORS $94,071 ,216.88 


JOHN CLAFLIN 


LEWIS L. CLARKE LIABILITIES 
WILLIAM S, GRAY 
CHARLES L. TYNER Cash Capital $12,000,000.00t 
Reserve for Unearned Premiums... 34,081,828.00 
WILLIAM L. DE BOST 
andiniebiiniass Reserve for Losses 4,809,513.00 
EDWIN A. BAYLES Reserve for Unpaid Reinsurance. . . 909,873.94 
Reserve for Taxes and Accounts . . 650,000.00 
ROBERT GOELET 
Contingency Reserve 4,215,762.00* 


MORTIMER N. BUCKNER NET SURPLUS 37,404,239.94t 
FRANK E. PARKHURST $94,071,216.88 


* Reflecting Actual Market Quotations as of June 30, 1934. 


SURPLUS AS REGARDS POLICY-HOLDERS, 
$49,404,239.94} 


ORGANIZED 1853 


Strength «» Reputation «» Service 
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Resources 


It is not always the obvious which 
counts most in national development. 
The practical demonstration that slash 
pine can be used commercially for the 
manufacture of paper and paper prod- 
ucts may mean more for the southeast- 
ern part of the United States than all 
the recovery programs that can be 
thought of by a brain trust or politicians 
anxious for reelection. In estimating the 
economic position of the United States 
it is always well to remember that there 
are latent resources in this country 
which at any time may revolutionize 
existing conditions. 


* 


Gold Profits 


Canada’s new central bank is ex- 
pected to open for business about the 
first of next year. A revaluation of gold 
in the Dominion is expected to be post- 
poned until after that event takes place. 
The interdependence of the two sug- 
gests a program of gold nationalization, 
unearned gold profits, another inter- 
national stabilization fund and _ pos- 
sible use of the profit on gold to pay 
current expenses—all a Ja the United 
States. 

Canada, however, is quite independ- 
ent in such matters and may decide 
that a program of sticking to the letter 
of its bond may be more profitable in 
the long run than short cut profits at 
the expense of good faith with the 
public. 


Stabilization 


Senator Elmer Thomas’ anxiety over 
the possibility that Governor Harrison 
of the New York Reserve Bank might 
effect an agreement for the stabilization 
of the dollar in terms of other currencies 
was quite unfounded. 

In the first place, Governor Harrison 
has no power to effect any such an 
agreement and doubtless had no inten- 
tion of attempting to do so. In the 
second place there is no prospect that 
stabilization will be effected by the Gov- 
ernment itself in the near future. 

The more the matter is considered 
the more it becomes evident that sta- 
bilization is going to be a very difficult 
proposition, involving the living stand- 
ards of half a hundred nations and per- 
haps a billion people. Abandoning the 
gold standard was easy enough; to get 
50 governments with conflicting inter- 
ests and varying economic conditions 
back upon the yellow metal, however, 
is a vastly different undertaking. 


Aviation 


The Presidential Commission now 
engaged in making up the nation’s mind 
as to what is to be the future of aviation 
in the United States is devoting itself 
“to discovering what is best to be done 
in the future instead of what has been 
done wrongly up to the present.” It is 
not a bad idea for business and banking 
as well as for aviation. 


* 
Revenue 


Of the $2,672,318 ,602.24 internal rev- 
enue collected by the Federal Govern- 
ment in the last fiscal year more than 
half was paid by five states—New York, 
North Carolina, Illinois, Pennsylvania 
and California—that is, more than half 
was paid by the American people 
through those states. Tobacco, liquor 
and corporate income taxes draw heav- 
ily upon the people generally. 


* 


Aftermath 


Last January it was officially esti- 
mated that the deficit for the fiscal year 
just ended would be around $7,000,000,- 
000, with the prospect of $2,000,000,000 
for the fiscal year now beginning. The 
deficit for the last fiscal year turned out 
around $4,000,000,000, but planned ex- 
penditures for the new fiscal year in- 
sisted upon by Federal authorities foot 
up around $5,000,000,000. Thus the 
final total will be the same. 

However, funds allotted or available 
total another billion dollars, which 


doesn’t look so good. If the experience of 
the past year may be taken as a guide, 
the deficit in the current fiscal year will 
not be as large as now estimated, but 
there will be a hangover into the follow- 
ing year which will be larger than antici- 
pated. The prospect of such expendi- 
tures and a continuing year-to-year 
deficit are not very attractive, but the 
real question is not so much the deficits 
as it is what is to come after all this ex- 
penditure. 

The nation, willingly or unwillingly, 
will foot the bill if the expenditure is 
worth while and accomplishes its pur- 
pose. There would be a brighter pros- 
pect of success if the program of stimu- 
lation were not accomplished by a 
program of restriction and interference 
which so far has largely neutralized the 
former. 


Fallacy 


Fixing wages, hours of labor and other 
cost factors led inevitably to price fixing 
by the N.R.A., and the abandonment of 
price fixing leads inevitably to more or 
less abandonment of attempts to fix 
labor costs and other price factors. The 
movement, coming and going, has been 
one of those bound to fail for the simple 
reason that it was founded upon a 
fallacy. 

It may be uncertain whether modifi- 
cations of the code system at this time 
are politics or economics, but they are 
unavoidable and mark the failure of an- 
other noble experiment. 


TO ALASKA 
Army flyers who made the Alaskan flight from Washington. With Navy 
men making a similar trip from the Pacific coast, both branches of the 
service know something of the accessibility of America’s far-north 
possession 
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of New York 


FIFTH AVE. OFFICE 
Fifth Ave. at 44th St. 


MAIN OFFICE 
140 Broadway 


MADISON AVE. OFFICE 
Madison Ave. at 60th St. 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Condensed Statement, June 30, 1934 


RESOURCES 
Cash on Hand, in Federal Reserve Bank, 


and due from Banks and Bankers . . . $ 240,360,145.29 


Bullion in Foreign Branches. ...... 8,164,481.00 
U. S. Government Securities ...... 456,980,759.15 

Notes of Reconstruction Finance Corpora- 
Public Securities. 85,337 ,942.74 
Stock of the Federal Reserve Bank . a tet 8,400,000.00 
Other Securities. ... 21,500,432.57 
Loans and Bills Purchased . 635,002,053.98 
Real Estate Bonds and Mortgages i 2,315,818.54 
Items in Transit with Foreign Branches ; 1,862,844.25 
Credits Granted on Acceptances .... . 30,526,647.91 
Other Real Estate ... . 97,954.67 
Accrued Interest and Accounts Receivable 14,726,879.57 
$1,539,221 ,442.59 


LIABILITIES 


Capital ......... 90,000,000.00 
Surplus Fund ....  170,000,000.00 
Undivided Profits .... 7,466,151.53 $ 267,466,151.53 


Capital Note (Payabie on or before July 31, 1934) 20,000,000.00 
Accrued Interest, Miscellaneous Accounts 
Payable, Reserve for Taxes, etc. . . 17,624,076.98 
Acceptances. ...... $82,446, 994. 67 
Less: Own Acceptances 
Held for Investment . 51,920,346.76 30,526,647.91 
Liability as Endorser on Acceptances and 
129,155.00 
Deposits ...... $1,183,188,475.86 
Outstanding Checks . ‘ 20,286,935.31 
,203,475,411.17 


$1,539,221,442.59 


WILLIAM C. POTTER, Chairman W. PALEN CONWAY. President 
EUGENE W. STETSON, Vice-President 


DIRECTORS 


GEORGE G. ALLEN ._ Vice-Chairman, British- EUGENE G.GRACE. ...... President, 


Guaranty Trust Company 
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| United Effort 


| a recovery program which rests upon 
' court action is hardly that united na- 


| thing necessary to restore the nation’s 


| 
| 


| is to depend largely upon the use the 
| Federal Trade Commission is to make 


| and to act as a court of appeals for small 
| industries in code matters. 
| Commission to rule upon the matter of 


| power of the former to restrict private 
| industrial expansion, it looks as though 


| Silver 


| put of new silver currency for July. In 
| output will be in $20 certificates. 
| ury policy, since silver certificates here- 
_ sand will realize that the five, ten, or 
| possess represents silver. Nor is it im- 


the United States. One may reasonably 
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The future of the N.R.A., apparently, 


of its power to issue complaints against 
industries charged with code violations 


Now that the N.R.A. has asked the 


price fixing under the codes and the 


the courts would be called upon to limit 
or expand National Recovery activities. 
To the man in the street it seems that 


tional effort so long preached to the 
American people as the one outstanding 
business to normalcy. 


* 


Two million, four hundred thousand 
crisp new $5 silver certificates in the 
total amount of $12,000,000 is the out- 


August a similar amount in $10 certifi- 
cates will be issued; in September the 


“Tens” and “twenties” in silver cer- 
tificates represent a departure in Treas- 


tofore have been mostly in the one 
dollar denomination. 
Probably not one holder in a thou- 


twenty dollar bill he is lucky enough to 


portant since, after all, what is back of 
the bills is the credit and good faith of 


Where’s That Strike Ointment? 


RUSSELL IN THE LOS ANGELES TIMES 
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LEE 


Lyman E. Wakefield, president of the 

First National Bank & Trust Company 

of Minneapolis, Minnesota, is the new 

president of the Association of Reserve 
City Bankers 


and properly question the wisdom of 
national monetary and financial poli- 
cies, but when the credit and good faith 
of the United States are brought into 
question the end is not far off. 


Rubber Dollar 


The first anniversary of the com- 
modity dollar policy of the Federal au- 
thorities has come and gone, and the 
country is not as near a realization of 
the idea as it was a year ago. It is a little 
difficult to decide whether it was sheer 
good luck or fundamental common 
sense in the American people which en- 
abled them to escape this disaster but in 
view of the country’s bad luck in other 
lines it may be just as well to ascribe the 
escape to common sense. 


* 
Artistic Temperament 


It is generally agreed that regulation 
of the security exchanges of the country 
has taken much of the romance and 
color out of the stock markets, but it 
must be admitted that romance and 
color in security trading have covered 
many a tragedy. It is quite possible that 
a little more sound principle and a little 
less of the artistic temperament in the 
buying and selling of securities will work 
to the benefit of both traders and the 
general public. 


OnLY THE BEST 
Is GoopD ENOUGH 


When purchasing an in- 
vestment you look for 


Safety 


Marketability 
Income 


In other respects one bond 
may be as good as another. 


When establishing areserve 
city bank connection, be 
sure the service at your 
command includes 


Long experience 


An extensive list of 
direct connections 


Efficiency of operation 


It is in these matters, 
chiefly, that banks differ. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus... . $30,000,000 
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The TOY BANK is only the first step in saving 


Save your pennies and they'll grow into dollars. 
This is the rule that the child is taught. But later in 
life it becomes apparent that saving is more com- 
plicated than dropping pennies into a little toy 
bank. That often ultimate saving comes through a 
systematic plan of spending. 

This is aptly true in the matter of elevator mainte- 
nance. For mere skimping on elevator care eventu- 
ally leads to elevator troubles and elevator repairs 
that are far more costly than systematic maintenance. 

Figure your true cost of elevator maintenance 
yearly—for several years. Be sure to include deteri- 
oration and repairs and probable loss through tenant 
dissatisfaction when elevators are out of order. 

And then compare this with Otis Elevator Mainte- 


nance. And remember that Otis Maintenance covers 


everything from regular inspection to repairs and 
replacement of worn parts. And that Otis Mainte- 
nance practically overcomes elevator deterioration. 
And that it keeps the elevators running perfectly at 
all times—promotes passenger safety and comfort. 
And you'll see what we mean when we say that 
Otis Maintenance (available at a reasonable 
monthly rate) will save you money. 

To make this comparison, cemmunicate with your 
local Otis office for full particulars on Otis Elevator 
Maintenance and its specific application to your 
own elevators. 


OTI 


ELEVATOR 
COMPANY 
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The Quiet Recovery Program 


Along with its temporary spend- 
ing the Government should be 
preparing the ground with the 
greatest possible expedition for 
returning to private hands the task 


of financing business enterprise 


By EDWARD H. COLLINS 


HERE are three schools of thought on the desirability 

of hastening business recovery by “priming the eco- 

nomic pump” with heavy Government expenditures. 
At one extreme are those—exemplified, for instance, by 
Stuart Chase—who believe that there is virtually no limit 
to which the Government may not go in the process. At the 
other extreme are those who are loosely classified as members 
of the “‘do-nothing”’ school, because they reject the whole 
idea of artificial stimulation. Confidence, this group insists, 
is the only “primer” of demonstrated efficacy; and confi- 
dence cannot be restored by a policy which calls for an un- 
balanced budget and mounting taxes. 

It is probably safe to say that the majority of people in 
this country today either believe in, or have become recon- 
ciled to, the idea of a temporarily unbalanced budget and 
temporary heavy capital expenditures by the Government 
in the interest of reversing the deflation spiral. Their posi- 
tion, however, is distinctly middle-ground. They see a vast 
difference, as H. I. Phillips has humorously but graphically 
put it, “between priming the pump and pouring champagne 
down the well to get bed-time stories.” 

In other words, they realize that the extremists who 
believe that you can go on indefinitely spending more than 
you can raise in taxes are wrong. They know that a chron- 
ically unbalanced budget and chronically mounting taxes 


CUSHING 


are a constant threat to monetary stability and, therefore, 
a continuing source of uncertainty in the business situation. 
They feel, therefore, that along with its temporary spending 
the Government should be preparing the ground with the 
greatest possible expedition for returning to private hands 
the task of financing business enterprise. 

That the President himself is included in this group is 
clear from his budget message of January 4. In that message 
he definitely laid down a time schedule for recovery. He 
notified Congress that his program of extraordinary expendi- 
tures would extend until June 30, 1935, and that it would 
involve unbalancing the budget for 1934 by $7,300,000,000 
and for 1935 by $2,000,000,000. ‘The prospect of stopping 
the debt increase eighteen months hence,” said a newspaper 
report of the President’s interview on the budget, “‘is, in the 
President’s view, the brightest spot on a program of vast 
spending.” 

The implication of this program is obvious. It means that 
the President expects the Government to be able definitely 
to withdraw from the field of financing recovery with the 
fiscal year 1935-1936. And this, in turn, if it means any- 
thing, means that between now and the end of 1935 the 
track must be cleared for the private financing of industry. 

What is the outlook for a resumption of private financing 
on anything like a normal scale within the next year or two; 
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Mr. Morgenthau’s office 


or, in other words, what is the outlook 
for transferring this task from Govern- 
ment to private shoulders? 

The first question to ask, in address- 
ing this subject, is whether there is 
any private financing to be done; the 
second is, what progress has been made 
in removing the obstacles to the reopen- 
ing of the capital markets? 

From the setting up of the R.F.C. 
on February 2, 1932, to June 30, 1935, 
total extraordinary expenditures and 
investments by the Government and its 
agencies will have run, it is estimated, 
to about $17,000,000,000. Much of this 
—between $6,000,000,000 and $7,000,- 
000,000—is direct relief expenditure, 
and therefore could not be transferred 
to private agencies. Of the remaining 
$10,000,000,000 or thereabout, part 
represents lending and investment into 
which private capital would not nor- 
mally go—‘rescue investments” they 
have been called by Hugh Knowlton, 
who is responsible for this interesting 
analysis—and part represent Govern- 
ment invasion of what in normal times 
would be regarded strictly as the field of 
private financing. Though it is difficult 
to disentangle this third type of Gov- 
ernment activity from the second, 


there is no doubt that such investments 
have been enormous. 

It is fair to presume that during the 
depression, when the Government and 
its agencies were largely usurping the 
field normally occupied by private 
finance, only the absolute minimum of 
financing was undertaken. There is 
every reason to assume, by the same 
token, that with a resumption of busi- 
ness confidence a substantial backlog 
of new financing would become visible. 

On April 10, for example, George A. 
Sloan, chairman of the Cotton Textile 
Code Authority, issued a statement on 
the potential capital demands of that 
industry. “A potential outlay of $100,- 
000,000 for capital goods equipment 
for the cotton goods industry during 
the next eighteen months is indicated,” 
declared Mr. Sloan, “in a survey just 
completed by the Code Authority. The 
expenditure is conditioned on assur- 
ances to industry of the same construc- 
tive cooperation from the legislative 
branch of the Government as has 
characterized its relations with the 
National Recovery Administration.” 

Despite the claims of the technocrats 
that our productive capacity has far 
outrun our needs, the best statistical 
evidence is that there is a very real 
shortage today of durable goods that 
will ultimately have to be financed. 
“In the case of consumption goods,” 


President expects 

the Government to be 

able definitely to with- 

draw from the field of 

financing recovery with 

the fiscal year 1935- 
1936”° 


declared Leonard P. Ayres before the 
Machinery and Allied Products Indus- 
tries recently, “the present indicated 
accumulated shortage is about equal 
to the output that those industries 
would produce in six months of normal 
operations. In the case of durable goods 
it is much greater. It is five times as 
great, and amounts to the normal 
output of durable goods for two and a 
half years.” He added: 

“We can even make some estimates 
of the dollar value of these indi- 
cated accumulated shortages. At pres- 
ent prices the value of the durable 
goods shortages alone would be ap- 
proximately $55,000,000,000.” 

Another large market for financing 
that lies ahead is the market for funding 
bank loans and for refunding capital 
loans maturing over the next few years. 
Here is a summary of the maturities, 
exclusive of bank loans, that must be 
taken care of from 1934 to 1938: 

(000,000 omitted) 
Rails Indus- 


trials 
$245 


Uuil- Totals 


ities 


$1,865 $1,329 $1,195 $4,389 


It would seem clear, from these 
pieces of evidence, that, given the 
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1934....... $482 $250 $977 
1935....... 356 198 246 800 
1936....... 482 310 199-991 
2% 36 971 
1938....... 271 220-158 649 
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‘“*And this, in turn, if it 
means anything, means 
that between now and 
the end of 1935 the 
track must be cleared 
for the private financ- 
ing of industry” 


proper incentive, there will be plenty of 
business for the private financial mar- 
kets to handle when and if the Govern- 
ment turns the task over to them. 
What, then, has been done in the way 
of removing the obstacles that have 
been blocking these markets recently? 
The answer is that the groundwork has 
been laid by at least three important 
developments of the last year or year 
and a half. These have been, in order: 
(1) the reopening and restoration of 
confidence in the banks of the country; 
(2) the enormous improvement in the 
bond market; and (3) the modification 
of the more oppressive features of the 
Securities Act of 1933. 

So long as we were in the midst of a 
nationwide run on our banks it was 
inconceivable that we should have de- 
veloped a satisfactory market for new 
capital issues. The chief single difficulty 
with our banks in the boom years was 
the fact that they were loaded to the 
gunwales with long term issues; and the 
most depressing phenomenon of the 
long decline in the securities markets 
between 1929 and 1932 was the steady 
banking liquidation of bonds, both 
good and bad. 

The reopening of the banks and the 
consequent lifting of this pressure of 
liquidation marked the beginning of the 
real recovery in the bond market, but 
this initial recovery received a severe 


setback during the latter half of 1933 
when the President was experimenting 
with dollar devaluation. Stabilization 
of the dollar in January and the estab- 
lishment of the fund for supporting the 
exchanges and the Government bond 
market halted this secondary price 
deterioration. As a result of the com- 
bination of the strengthened banking 
position, stabilization—temporarily at 
least—of the dollar in terms of gold, 
and a vigorous easy money policy on 
the part of the Federal Reserve, we 
have witnessed a sensational and al- 
most uninterrupted rise this year in the 
prices of interest bearing obligations. 

How substantial this improvement 
in bonds has been may be seen from a 
glance at the averages of the Standard 
Statistics Company. The sixty repre- 
sentative issues in its compilation—in- 
cluding industrial railroad, public util- 
ity and municipal obligations—have 
risen from a 1933 low of 74.40 to 99.1 
last month. The corresponding advance 
in Governments has been from 99.62 to 
106.16. 

Finally, there has been the definite 
improvement in the Securities Act of 
1933. 

Sponsors of that measure as it was 
originally conceived and passed, during 
a period of intense anti-Wall Street 
feeling, maintained stoutly that invest- 
ment bankers and corporate directors 


A considerable distance usually 

separates the work of producing 

wealth from the functions of 
the Federal Treasury 


were not as much afraid of its “teeth” 
as they professed to be, but the evi- 
dence is pretty clear that this Act 
constituted a serious deterrent to 
financing. During the first five months 
of 1933 public offerings amounted to 
but $313,000,000, a ridiculously small 
percentage of normal, but in the last 
five months of the year (the act became 
effective in July) new issues dropped to 
the paltry total of $66,000,000. More- 
over, even with the vast improvement 
in bonds they aggregated but $49,000,- 
000 in the first quarter of 1934. 

It is not necessary, even were it pos- 
sible, to review here in detail the 
changes in the Securities Act. It will 
suffice to point out that when the time 
came for the dissolution of security 
affiliates a few weeks ago, virtually ev- 
ery affiliate was continued under a 
separate organization, and that when it 
became necessary for private bankers 
to choose between continuing in the 
business of accepting deposits or the 
business of underwriting and distrik- 
uting securities every house, with one 
or two exceptions, chose the latter 
alternative. 

It would (CONTINUED ON PAGE 50) 
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Mutual Savings Insurance Funds 


The New York State and Massachusetts mutual savings banks have 
established their own deposit insurance funds, operation of which is 
described by Mr. Benson in this article. The act extending temporary 
Federal deposit insurance, passed in the closing days of the last 
Congress, permitted the FDIC to establish a separate fund for mutuals, 
but the New York banks had already adopted their plan, and passage 
of the law, Mr. Benson says, came “after the die had been cast for 
a separate fund under the New York law.” 


HAPTER 259 of the laws of 1934, 
C New York State, provides that 
seventy-five or more savings banks 
of the state, having deposits aggregating 
not less than 50 per cent of the total de- 
posit liabilities of all savings banks in 
the state, might enter into an agreement 
subject to the approval of the superin- 
tendent of banks to create a fund and 
make contributions to such fund for the 
purpose of insuring deposits and pro- 
tecting the interests of depositors in the 
banks becoming parties to the agree- 
ment. The fund so collected is to be 
handled by a corporate trustee, or by a 
board of trustees, composed of individu- 
als who are trustees of mutual savings 
banks. The agreement, when approved 
by the superintendent of banks and 
executed by the savings banks becoming 
parties to it, shall be filed in the super- 
intendent’s office. 

The law defines the powers of the 
trustee, in addition to such other powers 
as may be contained in the agreement 
not inconsistent with the law or with 
the purposes of the fund, as follows: 

1. To insure in whole or in part the 
deposits in member banks subject to the 
terms and conditions the agreement 
may provide. 

2. To buy any assets owned by 
any member bank and to make loans 
and advances to member banks. Such 
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purchases of assets may be made at 
prices exceeding the market value. They 
may also be made with or without an 
agreement to repurchase. The loans may 
be made with or without security and 
can be made with the agreement that 
the borrowing bank need not repay 
them until the superintendent of banks 
shall certify that it is in condition to 
make such repayment. 

3. The monies in the fund may be de- 
posited in a savings bank or a commer- 
cial bank organized under the laws of 
the state. In a commercial bank the 
deposits have the same priority as de- 
posits of savings banks. Deposits of the 
monies of the fund in a savings bank 
shall, in case of liquidation, be subordi- 
nate to the claims of the depositors of 
such bank. 

4. The fund may be invested in secur- 
ities and property legal for investment 
by savings banks. 

5. The fund may make contributions 
to the guarantee fund of any member 
bank. The contribution need not be 
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President of the National Association of 
Mutual Savings Banks and president of 
the Dime Savings Bank of Brooklyn 


repaid unless the surplus and guarantee 
fund of the savings bank shall be at 
least five per cent of the amount due its 
depositors and the contribution shall 
not constitute a liability of the savings 
bank. 

6. Under certain circumstances the 
superintendent shall permit the trustee 
to take possession and control of the 
property and business of any bank to 
which it has made a loan to operate 
and/or liquidate the bank. This can be 
done only with the approval of the 
superintendent and in cases where the 
superintendent might, pursuant to law, 
take the bank over. 

7. The control of a bank, having been 
taken over, may be returned to the bank 
so that it may continue or resume busi- 
ness provided the monies advanced by 
the fund have been repaid or satisfac- 
tory arrangements made for the repay- 
ment and the superintendent has certi- 
fied the bank to be in a safe and sound 
condition. 

8. The trustee may discontinue the 
business of a bank taken over and 
liquidate its affairs. The trustee may use 
the assets of the fund for the payment of 
depositors if necessary. 

The trustee has certain other rights 
and powers incidental to carrying out 
the intent of the law. 

In accordance with the law passed by 
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The map shows the distribution of 
mutual savings banks in the United 
States as of January 1, 1934 


the legislature the savings banks of the 
state of New York have entered into the 
necessary agreement and have created 
the fund. While the law stated it was 
necessary that the agreement be en- 
tered into by 75 or more savings banks 
having 50 per cent or more of the de- 
posits of the savings banks of the state, 
the agreement provided that it must be 
executed by 100 or more savings banks 
having deposits aggregating not less 
than 75 per cent of the total deposit 
liabilities of all the banks. It has, how- 
ever, been executed by 135 of the 138 
savings banks of the state, having de- 
posit liabilities of 92 per cent of the 
total. 

It will be noted that the law does not 
state the amount of the contributions 
that shall be paid by the member banks. 
It is, however, covered by the agree- 
ment, which states that on or before 
July 1, 1934, each member bank shall 
file with the trustee a statement show- 
ing the total amount of its deposit 
liability on June 15, 1934, and shall pay 
to the trustee for credit to the fund an 
amount equal to one-fifth of 1 per cent 
of its deposit liability as so certified. 
Thereafter, on ten days notice, the 
trustee may call for an additional pay- 
ment of one-fifth of 1 per cent. If both 
payments have been made and if the 
available resources are insufficient to 
meet an emergency, the trustee may 
assess the member banks additional 
amounts that will not exceed two-fifths 
of 1 per cent of their deposits. 

Again, by vote of not less than two- 
thirds of the member banks with 
deposit liabilities of not less than 75 per 
cent of total deposit liabilities of all 
member banks, the trustee may call for 


an additional one-fifth of 1 per cent. 
It will be seen that the total of these 
fractions is 1 per cent and this is the 
total that can be called in such manner 
during the term of the agreement. 

During each year the members are to 
file a statement of their deposits and 
shall pay to the trustee for credit to the 
fund an amount equal to one-tenth of 
1 per cent of their deposit liability. 

If all the savings banks of the state 
were in the fund, the initial contribu- 
tion would be approximately $10,000,- 
000 although amounts up to $50,000,000 
may be called. The annual contribution 
is approximately $5,000,000. 

It is contemplated that the fund will 
grow to beat least 2 per cent of the total 
deposit liabilities of all member banks; 
that is, a total of approximately $100,- 
000,000. At that time the trustee may 
make dividend disbursements from the 
fund within the limits of the amount the 
fund exceeds 2 per cent. Also, whenever 
the total value of the fund exceeds 5 per 
cent of the total liabilities of the mem- 
ber banks by not less than one million 
dollars the trustee shall make dividend 
disbursements in the amount of the 
excess. 

Any savings bank organized and 
doing business under the laws of the 
state may become a member of the 
fund by executing the agreement and, of 
course, paying into the fund the re- 
quired amount. The trustee of the fund 
is the Savings Banks Trust Company, 
which is owned entirely by the savings 
banks of the state. The trustee is 
granted all of the powers expressed or 
implied as set forth in the law. To the 
extent of the fund the deposits of mem- 
ber banks are insured. If a member bank 


closes, the trustee shall make available 
for its depositors as expeditiously as 
practicable the amount of their respec- 
tive credit balances. It will, however, be 
recognized that the object of the fund 
will be to keep member banks solvent 
so that it will not be necessary for them 
to close. This will be accomplished by 
making contributions to the guarantee 
fund of a bank that needs it, or by pur- 
chase of some of its assets. In any 
event, the whole fund is placed at the 
disposal of every member bank no 
matter how small or large the bank 
may be. 

The duration of the fund is not lim- 
ited by its terms but, under rules and 
regulations accepted by the superin- 
tendent of banks and upon the affirma- 
tive vote of not less than two-thirds of 
the deposit liabilities of the member 
banks, the trustee shall liquidate the 
fund. 

The savings banks of New York made 
their agreement and created their own 
fund only after careful and serious de- 
liberation. A special committee of the 
Savings Banks Association worked hard 
upon the problem for many months. 
After the enactment of the Banking Act 
of 1933 the committee made a report to 
the association which contains the fol- 
lowing statement :— 

“Certain facts appear clear to us: 

“A. The ultimate solution of our 
banking problems can and will be 
found through some means other than 
deposit insurance, and that in the 
meantime, 

“B. The unlimited liability feature 
in the permanent insurance plan is 
manifestly unsound. 

“C. Based (CONTINUED ON PAGE 46) 
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Plan after Plan 


OME day, in the calm seclusion of 
S his study, an historian will dis- 
passionately analyze the extraor- 
dinary developments of this depression 
period, just as historians have dissected 
the phenomena of past history—in the 
time of the Roman dictators, or of the 
Crusades, or of the French Revolution. 
This historian of the future will devote 
some space to one of the curious obses- 
sions of our time, the prevalent notion 
that the nondescript assortment of 
temporary and emergency measures of 
the past 18 months is the expression of a 
carefully thought out, deliberately ma- 
tured economic policy. 
“Economic planning”’ is the glib de- 
scriptive catch-word which has been ac- 


By 


cepted by both friends and enemies of 
the miscellaneous and unrelated acts, 
laws, policies and proposals that have 
poured forth in an endless stream from 
Washington. A host of supporters have 
applauded the economic planning of the 
Government, when not one of them can 
tell what the plan is or who is doing the 
planning. There has been a vast propa- 
ganda in favor of economic planning, but 
no one of the spokesmen has revealed a 
plan or given even a hint as to the eco- 
nomics. Even the critics of the govern- 
ment’s activities have been attacking a 
planned economy when not one of them 
could tell what plan they were criticiz- 
ing. That is one reason why their at- 
tacks have been so futile. They have 
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been fighting an imaginary opponent. 
There is no economic planning in any 
real sense of the term. 

Economic planning calls for one phi- 
losophy and one aim. The program may 
be socialism, communism, a state col- 
lectivism, the single tax, equality of in- 
come, the confiscation of profits, the 
abolition of money, guaranteed employ- 
ment or any other of the many “ plans”’ 
that have intrigued the minds of men 
for a few thousand years. Whatever the 
scheme, economic planning calls for an 
objective and an integrated plan to 
attain that objective. There is no indica- 
tion in the strange events of recent 
months of any such objective or any 
such plan. The Administration has said 
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that it cannot hope to make a hit every 
time it comes to bat. When you have a 
real economic plan you come to bat just 
once, and you make a home run or you 
are violently removed from the game, 
like Kerensky. Our Government comes 
to bat every few minutes, and some- 
times it makes a hit and sometimes it 
strikes out. It has made some very 
feeble bunts, and once, in the case of 
the airmails, it hit a foul ball. In the case 
of the N.R.A., it did not know how to 
run the bases after it got to first. How- 
ever you may describe this particular 
game, it can by no stretch of the imagi- 
nation be called economic planning. 
Economic planning also calls for a 
single planner. There is none. The 
strange measures and policies that have 
burst upon an astonished country owe 
their existence partly to the Adminis- 
tration, partly to Congress and partly 
to a huge crowd of experts, advisers, 
lobbyists, trade groups and labor un- 
ions. In the final analysis, who is re- 
sponsible for the N.R.A., which was 
intended to apply to a few basic indus- 
tries and ended up by putting a pants- 
presser in jail in New Jersey? What 
genius of economic planning isolated 


cotton production from 3,000 other in- 
dustries and devised the Bankhead Act? 
Who planned the shameless silver 
subsidy passed by the last Congress? 
Finally, economic planning calls for a 
dictatorship. It calls for a single author- 
ity, with a cowed legislature and a 
complaisant judiciary. For a planned 
economy means a violent disruption of 
established economic relationships, with 
a ruthless disregard of existing contracts 
and individual interests. There has been 
a marked impatience with criticism, a 
good deal of cracking down by amateur 
Caesars, and occasionally some veiled 
threats. But Secretary Wallace’s refer- 
ence to “regimenting”’ public opinion 
was more juvenile than sinister, and the 
bill to put anybody in jail who “exag- 
gerates” the cost of the A.A.A. did not 
pass. It is still a free country. Congress 
was stampeded a year ago, but it never 
completely surrendered, and the courts 
have not vet made the Constitution a 
scrap of paper. There is no dictatorship. 
As an absolutely impartial observer 
sees it, there is no visible economic plan, 
no single planner and no absolute au- 
thority powerful enough to enforce a 
plan if there were one. Instead we have 
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simply a multitude of experiments, ex- 
pedients and regulations aimed in every 
possible direction—at recovery, price 
raising, individual relief and economic 
reform. They are not coordinated, inter- 
related, or synchronized. One branch of 
the Government is persuading farmers 
to reduce acreage, another is reclaiming 
worthless desert land and a third is 
setting up a giant power plant for an 
agricultural region. 

Many of the measures have borne a 
superficial resemblance to economic 
planning, in that they have called for a 
certain amount of coercive interference 
with existing industrial and financial re- 
lationships. There was undoubtedly an 
intent to raise prices, although there 
never was any real plan—just an omni- 
bus inflation act followed by a series of 
promiscuous money and credit experi- 
ments. There was undoubtedly an in- 
tent to back labor against capital, al- 
though the purpose was so vague that 
the Government does not know yet 
after a year of warfare whether it wants 
to turn all industry over to the Federa- 
tion of Labor or to force the creation of 
industrial unions or to encourage com- 
pany unions. There was undoubtedly an 


A glance at the front page of any one of thousands of local newspapers would seem to 

support the author’s statement that ‘“‘this nation is too large, too diversified in eco- 

nomic activity, too variegated in economic interest and too democratic for ruthless 
regimentation and economic experimentation” 


[_uans Weeds Seen|Haddow Boomed Here . 
x AsCauseOf| For Village President 


i 


i 


o> 


i 


mpletion On Vote 
tonProjects Of $1 


A val 


_]Welfare Costs 


Reve 


id 


© e 
ae George W. Maddow of 13 Prospebt| by the the 4 
High Grass Obstructs Vik piace, whe retired trom Vilage | sect to the 
sion Of Boy, Driver, At | noarg of Trastecs last Maren, | that Beware 
Briarcliff Knolls expected be the G. 0. P. can@-| comb: Republicans member of the 
CHIEF ASKS ACTION Sel£-Rarle T £1,000 Per Monts 
ts # Five Year Od Son Of, Replace Fre April Te June 
| Tiered By | try| SHOWS 
injured By Car In S.Industry 
Seneca Meads. five-year-off boy; formation; Swope Improved 
| wat inst night when ‘ALFRED: Seys In Repert 
with an automobite. | Consaited 
x. Murphy Whase patnoimen | beard will have considerable pat- YORK, July T.—A plan to ment in the condition poo: 
| have started taking Mat of ali! of Chere edT: Board replace the NRA with | Dem neted ever months, 
JohnM. Auliff properties violaping the “high weed” | poste of Vilane Clerk. Corporation |, am 0 Ment for industry, an authoritacive | setording te the suport made 
ordinance. . Assistant said today, be! torm: 
¢. The boy wae Kenseth Vernon, son | th Officer and OfP b by 
of Town Clerk and Mrs. Benjamin | Pali, alee, UMD P'S) weitere officer. 
Named Head Of |: Vernon of Peeantico Road. At! will have to be Under the propesed plan, caden | report which for the 
about 6:20 o'clock, he was riding on} all probebiiity would become permanent fee of June, shows redactior 
concrete pavement~there is Mergh, due to Ralph BR. Roberty will be renemi-| Appointed To Fill Exam- |turs of industry, which would gov expenditures for welfare 0: 
strict | the section—and, ac-| in the Village Chartet} nated by the Republican party. inere’ Caused ‘sell vader the close super as with May. Tue 
| cording $0. Ge at | vision of the Federal Government. | grows the more significar 
| Readquarters, ran into a car | By Secor’s Death General Mugh MRA | when ls resiinnd that thare was 
Croton Man Elected. Chair- | by. 80> 2. Jerick, 3 street. ealers| — | Administrator, hag taken the alse drop from sprit te May ot 
‘Kenneth was taken to the office; | Altret June of 21 Stone Avesta, the reformation, the Associated | $508.04. The Juce expenditures ar: 
Of ov 
man Of United Demo- ne. Wren, Street, | has been appointed member of the|Prtes Informant disclosed, and } therefore $1,018.18 than fm 
cratic Organizations where bis injuries wate fousd to be | Piumbers Examining Board of Os- | 58s Deen in New-York for seversi | April—an fm : 
abresions of (he legm After siving. Village Clerk Lewis periog of two months. 
jing, the boy retursed heme. toward pletion 
ot charge ‘wen mete against Jerick. on the | project were initiated by Jolie tact 
joint Democratic organisations ef} @oubt many accidents re beard caused by the death of GU-/498 several weeks age in a wumber of requrins 
the third apsembty Gistrict a | to Summer are gue to bart A. Secor of Dale Avenue, Uminary eet-ap eubmitted to Presi- aroppet 48, thin borne 
special meeting of the evaned Reld| shutting off @rivers’ vision, Of Water Main} Retailers, Bar Reporters,! appciciment ie -approved by the| dent Roosevelt. Suggested revie- | Migy an un- 
ta Croten, seid Chief Murphy inst night Cons Over H Di Code Methods | Boara. are made for | ince 1929. 
Mr. Witter | Res@duarters after the accident.| By U.S. Discuss | dung is plumber of many | Dy the President. ‘While that the fact they 
Duens of Vathalis who office) Odinamce adopted lat year} Officials For County | yeace’ experience. Other members immediate | pes 
in’ February. Mir, ‘Duane to eliminate. accidents — | of the inctude Aeron | employmen! 
trom the post a6 fhe result of being | Well haylever, in ty We) Government auditors going ovet fy JOHN W. STEVENS Greeawait, building inspector, and | acs 
postmaster at Valhalla, | fad out the name of the accounts af the PWA projects Correspondent. Prank Keenan. the program! t 
Stareke of. | owner of the jot ab the corner in Croton expect to their July t.—Mesting in| of the board to improvement ic 
the nomingtion, Road and Pocantico Road.! amination sext Monday. mine for plumbers’ hes deco 
clining im favor Of man tho, Warning Wetter will ve sent] Muring the two, weeks they he | to determine if the appit- of these oc 
at present, ‘abe deciared, {im detail all the resckution aad Denied DY | specter pertorme. thal secvite-on. the 
from ‘the various men’s} fects in addition to cheching alt) tite two other tagin ders receive each ap 


22 AMERICAN BANKERS ASSOCIATION JOURNAL, August 1934 


intent to raise agricultural prices, but it 
was never correlated with a directly 
contradictory N.R.A. There was un- 
doubtedly an intent to force recovery 
by raising wages and shortening hours, 
although the Government never had any 
idea as to what hours and what wages 
would do this. 

It is now fairly evident that the relief 
measures have been useful or harmless 
or at least defensible on the grounds of 
political necessity. It is evident also 
that the reform measures dealing with 
the banks, with securities and with the 
stock market are quite innocuous. That 
portion of the total program which most 
resembles a planned economy is the part 
which attempted to force recovery be- 
fore its time by interference with prices, 
wages, hours, production and labor re- 
lations. It has been most conspicuously 
unsuccessful. There is a deep signifi- 
cance in this fact, even though in this 
period of propagandist catch-words and 
vague generalizations not many have 
taken time to consider its inner signifi- 
cance. 


WHERE PLANS WORK 


LET us look at this complex matter 
with a practical mind. It has been said 
above that real economic planning re- 
quires a plan, a planner and an absolute 
authority. You cannot get this combi- 
nation together in a large and economi- 
cally diversified nation if it is a free 
democracy of intelligent citizens with 
political and economic power. You can 
get the three together in a large country 
or a small country if three-quarters of 
the people are sodden illiterates without 
political or economic strength. Real 
economic planning is possible in Russia or 
Abyssinia. A certain very limited degree 
of economic planning is also possible in a 
tiny country of highly uniform economic 
interests and marked general intelli- 
gence. Denmark and New Zealand had 
more economic planning before the de- 
pression than this country has had in its 
entire history. A bitter, defeated and 
hysterical Germany may establish a 
dictatorship under a Hitler, but there is 
no real economic planning. Sterilization, 
race persecution, militarism and politi- 
cal terrorism are not economic. 

The United States is a country of 
130,000,000 people, the majority of 
them reasonably intelligent, alert to 
their own interests and politically ag- 
gressive. We have a government of 
checks and balances, with executive, 
legislative and judicial powers fairly 
evenly weighted. Supporting this politi- 
cal establishment there is a vast indus- 
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**Economic planning calls for one philosophy and one aim. . 
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nomic planning also calls for a single planner.’? Among the large 

number of persons who have wielded considerable influence on Wash- 

ington plans in the past 19 months was Professor Warren, who 

devised the plan for controlling prices by changing the gold content of 

the dollar. And recently Donald R. Richberg was appointed director of 

the “Industrial Emergency Committee.” Left, Professor Warren; 
right, Mr. Richberg 


trial, agricultural, mercantile and finan- 
cial apparatus, the most variegated, 
powerful and productive in the history 
of mankind. Here again there is another 
system of checks and balances, created 
automatically by competition. 

This system of economic checks and 
balances works imperfectly. There are 
serious abuses, wastes, hardships and 
injustices. Many of these defects, such 
as child labor, stock-rigging, adultera- 
tion of product, reckless banking, sweat- 
shops, blackmailing unions or extor- 
tionate monopoly, can be removed by 
legislation, and should have been, for 
these many years. 

But outside this area of reform there 
is not much possibility of successful 
interference by government in this 
country. The reason is simple. Radical 
goveramental regulation means injury 
to some class, and that class, whether it 
is the farmer, Wall Street, union labor 
or the banks, has political power. Any 
one of them can obstruct if not kill gov- 
ernment “planning”’ inimical to its own 
interest, and will. Even if it is unpopu- 
lar and politically weak, like Wall Street, 
it can always find political allies. The 
system of checks and balances works 
steadily against economic regulation. A 
Congress bent on meddling runs into a 
presidential veto, or a president en- 


counters a rebellious Congress, or both 
run into a Supreme Court that recog- 
nizes existing rights. 

And finally, government interference 
breaks itself on the rock of economic 
law. In prosperity or in depression, 
labor, capital, production, trade, invest- 
ment and credit are balanced in a deli- 
cate equilibrium that goes to pieces 
under the clumsy tinkering of amateur 
economists. Moved by some notion 
about wages that was rejected by 
economists a century agone, Congress 
will undertake to create an economic 
millennium by a legal 30-hour week. 
And then the forces of economic law 
wheel into action. Employers who 
realize that their businesses would be 
ruined reach friends in the House. Some 
economist points out that the law would 
destroy America’s export trade and 
close every factory engaged in produc- 
tion for export. And this particular shin- 
ing example of economic planning dies 
in the House. If our Government were 
only familiar with the history of regula- 
tion of “trusts”, railroads, banks and 
money in the United States since 1791, 
our troubles would be less. 

But we are making new history. The 
N.R.A. was going to bring recovery by 
raising wages and reducing hours. After 
a stormy (CONTINUED ON PAGE 50) 
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The prospect seems to be cut out in 
the pattern of imperialistic expansion 
along lines of national protection of 
logical spheres of influence, whether 


we relapse into laissez faire in do- 
mestic policies or not; and it is most 
certainly cut in this pattern if present 
nationalistic tendencies continue to 


their perfect fruition 


ness of the country be carried on 

in the future? Here is a question 
American business men and bankers 
have barely begun to think about. The 
factors and influences that have upset 
the international financial and trade 
relations of the United States during 
the past four years appeared so suddenly 
upon the surface and are so confusing 
and complex at present that few have 
had opportunity or inclination to con- 
sider what lies ahead and speculate 
upon the implications of the existing 
situation and tendencies in the inter- 
national relations of this country. 

It is difficult enough to see ahead at 
home and to imagine the form Ameri- 
can business will take when the perma- 
nent outlines of the “new deal” in 
domestic affairs have been determined; 
but it is almost impossible to penetrate 
the obscurity that surrounds the future 
of foreign trade and investment. We are 
facing an impenetrable fog which veils 
the future of both foreign and domestic 
business developments, and so paralyz- 
ing is the uncertainty that we seem to 
be able or willing to do nothing but wait 
until somehow, by mere passage of time, 
the fog will lift. 

Yet it is highly important that we 
begin to speculate upon some of the 
possibilities involved. The genius and 
accomplishment of American business 
have always consisted essentially in its 
adaptability, rather than in its fore- 
sight; but the strain of adjustment to 
the possibilities that lie in the present 
situation may prove too severe, unless 
we attempt to prepare ourselves for 
them to some extent by considering 


O- what basis will the foreign busi- 
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some of the directions in which our 
foreign business relations may develop 
in the light of existing conditions and 
tendencies. 

Wise business men and bankers today 
will try to get ready for anything that 
may happen. The things I say here are, 
therefore, not offered as forecasts, but 


as an aid to intellectual speculation, 
which fortunately is still not subject to 
codes or bureaucratic control. 

The future basis of foreign invest- 
ment and trade of the United States is, 
of course, inseparable from the basis 
that will finally develop for domestic 
business, and it is impossible to specu- 
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Colonel Theodore Roosevelt, Governor of New York, con- 
gratulates Admiral Dewey on Manila, while the Admiral 
congratulates the Governor on San Juan Hill 
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late on the outlook for American and 
foreign investment and commerce with- 
out some assumptions as to how the 
domestic policies of the “new deal” 
will ultimately develop. 

It can be assumed at the outset that 
buying and selling goods abroad will 
continue in some measure and on some 
basis, whatever domestic economic and 
political system may be established in 
this or other countries. Even the most 
extreme nationalists or isolationists ad- 
mit the necessity of some international 
exchange of goods. With such exchange, 
of course, must go some mechanism of 
international payments; and since it 
is inconceivable that by any amount 
of “planning,” the exports and imports 
of any country can be maintained in 
perfect balance at all times, it is certain 
that some machinery of short term 
international credit will exist. 

Moreover, despite the enormous vol- 
ume of default on existing international 
long term debts, it is quite inconceiva- 
ble that we or any other country are 
going to develop our future interna- 
tional business relations on the basis of 
an absolutely fresh start with a clean 
balance sheet which allows for no inter- 
national payments on outstanding ob- 
ligations. 

These rather obvious considerations 


need to be emphasized in order to steady 
our minds that we may see the possi- 
bilities of the future more realistically 
than we are prone to do today. No 
matter what happens, we must remem- 
ber that, in human affairs, not every- 
thing is ever completely changed. 

From this point forward, we are con- 
fronted with two possible assumptions. 
Either the effort toward elaborate gov- 
ernment control of domestic business— 
sometimes called “ planning ”—involved 
in the policies of the “new deal” will 
prove a failure and collapse or it will 
persist and be extended and developed 
to its logical conclusion contemplated 
by those who are responsible for it. 
Speculation on the future of foreign 
investment and trade must start from 
one or the other of these assumptions. 
In social and political affairs, it is a 
rule that things do not stand still; they 
inevitably tend to move in one direction 
or the other. 

If we assume that the present night- 
mare will pass away and the more or 
less normal outlines of the domestic 
business structure and processes will 
gradually be restored, it does not neces- 
sarily mean that the familiar forms and 
basis of our international business will 
reappear. Foreign trade and investment 
is not exclusively our own affair; we 
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As President Roosevelt signs the Philippine independence bill Elpidio 
Quirino and Manuel Quezon realize their ambition. And Cuban 
Ambassador Sterling appears pleased as Secretary Hull signs the 
treaty which ended America’s right of intervention in Cuban affairs 
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have to reckon on what is likely to 
happen in other countries with which 
we trade and in which there might be 
opportunities for American investment. 
Can we assume that the ideas and the 
economic effect of the “new deal” 
philosophy in the United States have 
had or will have such overwhelming 
weight in economic policies of other 
countries that when we submit once 
more to the stern realities of business 
and cease governmental monkeying 
with the economic machinery, all other 
important countries will do the same? 
Despite the fact that American business 
activity has for a long period exerted an 
important influence on business the 
world over, there is some reason to 
doubt that at the present time and in 
the future the relationship will work 
this way so far as economic policies and 
political theories are concerned. 


IMPORTED DEAL 


IN fact, there is good ground for be- 
lieving that the essential ideas in the 
“new deal” are an imported product 
and that, in adopting them, the United 
States has surrendered, perhaps un- 
necessarily and prematurely, to a world- 
wide epidemic of expansion and cen- 
tralization of governmental authority. 
Certainly it cannot be claimed that the 
expansion of state capitalism and the 
cartelization of industry in Europe were 
imitated from the United States. It is 
obvious, instead, that the main prin- 
ciples of the “new deal” are merely 
parroted from European experiments 
which have been going on for a long 
period. 

This being the case, the resumption 
of foreign trade and investment by the 
United States along normal lines is 
likely to be confronted by continued 
and perhaps increasing application of 
the principle of state capitalism and 
nationalistic governmental economic 
control in our principal markets and in 
our principal debtor countries abroad. 
In face of such a situation,“on what 
basis can we expect the expansion of 
American commercial enterprise and 
capital investment in foreign countries? 
Obviously, we can expect it only on the 
basis of specific concessions sanctioned 
by foreign governments in areas under 
their control. American business and 
banking will inevitably be forced to 
deal with foreign governments more or 
less directly, and this in turn will in- 
evitably force the American govern- 
ment to play a part in such enterprise 
and perhaps become a party to it in the 
sense that it will be compelled to stand 
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ready to uphold and demand fair treat- 
ment for American interests in such 
areas. 

Under such conditions, the diplomatic 
difficulties and dangers involved will 
undoubtedly tend to drive American 
commercial enterprise and capital into 
such areas as are not as yet so definitely 
under the dominant control of foreign 
governments. In other words, the im- 
pulse to establish stronger spheres of 
American governmental influence in 
certain areas will be greatly stimulated. 

From this point of view, it would 
seem that the most obvious direction of 
development of American enterprise 
and investment abroad must be in 
Central and South America, because 
practically all of the other trade areas 
are already under foreign control or 
rapidly being brought under it. The 
surrender of the Philippines to the sphere 
of influence of the ascendant Far- 
Eastern power is a significant symptom, 
even under the “new deal’? Adminis- 
tration, of a definite tendency to turn 
to the Western hemisphere as the future 
field for the new American imperialism, 
and the President’s recent visit to cer- 
tain spots in our Central American em- 
pire also indicates the drift of events. 

It is particularly significant that these 
things should have happened almost at 
the outset of the “new deal” Adminis- 
tration, because they suggest clearly 
that if this is to be the direction of 
foreign economic policy under an as- 
sumed return to a more or less normal 
régime of Jaissez faire in our foreign 
business, it is even more certain to be 
the case on the assumption that the 
basic ideas of the “new deal”’ are to be 
elaborated and developed as a perma- 
nent part of our domestic economic 
system. It is already obvious that the 
complete control of domestic business 
and finance contemplated under the 
national planning policies of the present 
Administration is quite impossible with- 
out a collateral and equally compre- 
hensive and detailed control of foreign 
trade and investment. 

The essential aim of present policies, 
as I view them, is the establishment as 
rapidly as possible of a system of state 
capitalism in this country. The govern- 
mental control of the flow of capital into 
domestic investment, the control of the 
price structure and of industrial costs by 
bureaucratic agencies are all essential 
supplementary elements in this basic 
program. 

The same is true of foreign trade and 
investment controls that have already 
been established or are in process of 


being developed. The Federal Govern- 
ment has already assumed direct control 
over American investments in debtor 
countries whose governments have de- 
faulted. The monetary policy of the 
Administration, so far as foreign busi- 
ness relations are concerned, clearly 
contemplates the continuance of gov- 
ernmental control over the foreign ex- 
change market. 


THE PRESIDENT’S TARIFF 


THE new tariff act has two main as- 
pects in this connection, one of which is 
concerned with domestic conditions 
and the other with the future develop- 
ment of foreign business policy. Execu- 
tive control of tariff rates is in part 
intended to provide a weapon supple- 
mentary to the N.R.A. and the A.A.A., 
whereby it will be possible for the 
Government to determine domestic in- 
dustrial profit levels in detail in the 
various lines of industry, as well as to 
compel domestic enterprise to cooperate 
in the development of the cartel or code 
system. But in addition to that domestic 
purpose, it opens the way to direct 
governmental control of American and 
foreign enterprise and investment and 
the expansion of American commercial 
spheres of influence in foreign areas. 

In other words, if we assume the 
persistence and development of the 
“new deal” program as a whole, we 
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must definitely contemplate the active 
participation of the Federal Govern- 
ment in the development of foreign 
markets and investments. On this basis, 
we may look forward to an effort to 
develop our foreign business on es- 
sentially the same scheme as now exists 
in Russia and Italy. It means the 
systematic subsidy of certain types of 
exports; systematic extension of short 
term commercial credit by the Govern- 
ment to facilitate and promote certain 
types of trade; systematic aid to balance 
commodity trade as between the United 
States and areas in which similar gov- 
ernmental trade controls exist or in 
which foreign spheres of influence are 
already established; and finally, it may 
mean direct governmental long term 
investment for the development by 
American capital of areas in which we 
wish to establish an exclusively Ameri- 
can sphere of influence. 

For the latter purposes, the several 
export banks already authorized may be 
considered as preliminary gestures, even 
though they have not yet become 
notably active. The important thing 
to consider, however, is that under 
other legislative measures affecting 
banking operations and the security 
market, the basis of practically com- 
plete control has been established over 
any direct investment abroad. So far, 
the principal (CONTINUED ON PAGE 40) 
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Ploughing Under 
The Farm Debt Crop 


USINESS depends upon keeping 
B promises. John Farmer can buy 
a plow in March without paying 
cash because an implement dealer be- 
lieves John’s promise that he will pay 
for it in July. If the payment is not 
forthcoming the dealer must leave one 
of his own bills unpaid, his rent, the 
manufacturer’s price, his insurance 
premium or his taxes. It is the same 
when John Farmer borrows from his 
bank. The bank holds the deposits of 
his neighbors, which they do not need 
for the moment. John gets the money 
and promises to pay it back on a certain 
date. If John does not, the bank’s own 
program is affected. If enough Johns 
go back on their promises there may be 
no bank at all. 

When a man borrows, his creditor 
may either take his bare promise or he 
may ask for security. The security may 
be either another’s promise, that is, 
a surety, or it may be property. If the 
creditor is satisfied merely with the 
debtor’s promise, and the debtor does 
not pay precisely on the due date, the 
creditor may ask a court to declare the 
exact amount of the debt. When this is 
done the sheriff may take and sell 
enough of the debtor’s property to 
make good his promise. All the law says 
is that a debtor shall not be absolutely 
impoverished for the sake of a creditor. 
His essential household goods, the tools 
of his trade, and often the family 
dwelling are exempt. 

When a debtor gives security, he may 
leave property in the possession of the 
creditor or he may give the creditor 
either the ownership or an interest in 
his property, and keep the possession. 
If the debt was not paid when promised, 
the old law allowed the creditor to keep 
the property as forfeit. The modern law 
everywhere requires that the property 
be sold and that any surplus be returned 
to the debtor. More than that, espe- 
cially when land is security, the modern 
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law makes detailed requirements to 
insure wide notice of the sale so that 
bidders will be present and so that the 
debtor can take every possible step to 
protect his property. Sometimes the 
law permits the debtor as much as a 
year and a half in which to buy back his 
land after it is sold. Moratorium stat- 
utes today give mortgagors two or 
three years as a redemption period. 

These privileges are often a disad- 
vantage to debtors even more than to 
creditors. In a mortgage office in Kan- 
sas City, Missouri, a few years ago, I 
was surprised to note that Kansas 
farmers paid 7 per cent on the same 
security that give Missouri farmers a 
6 per cent rate. The reason was the 
obstacles the Kansas legislature had 
put in the way of enforcing mortgages. 
Since only a small fraction of the 
Kansas mortgagors were in default and 
many of the defaulters were little 
deserving of sympathy, the result was 
that the legislature was penalizing all 
Kansas borrowers for the sake of un- 
necessary protection to a few improvi- 
dent debtors. 

The law does something more for 
honest business debtors. Whenever they 
feel that their debts are so great that 
they can never pay them, they may 
turn all their property over to a bank- 
ruptcy court, have it distributed as far 
as it will go among all creditors, and ask 
for a chance to begin all over. To most 
debtors a discharge under such circum- 
stances will be freely granted. Creditors 


may take the initiative and compel 
most insolvent debtors to put their 
property into the bankruptcy court in 
order to obtain equitable distribution, 
but the debtor may be discharged 
whether his action is voluntary or in- 
voluntary. The farmer here, as in so 
many cases, is a favorite of the law. 
He can go into bankruptcy if he wishes, 
but unlike others, he cannot be com- 
pelled to do so. 

Whatever the process of enforcement 
of debts, whether by judgment, by 
general assignment, by receivership, by 
bankruptcy or in probate, the secured 
creditor has always been protected. 
If the debt was due, the creditor could 
enforce his security. There was never 
any hint that any form of insolvency 
should cause a creditor to lose his 
security. It was precisely to be prepared 
against insolvency that security had 
been taken. The only way the creditor’s 
rights were affected was that, where 
there was an equity in the security for 
other creditors, the court in charge of 
the insolvency proceedings might en- 
force the security. 

A Federal bankruptcy court, for 
instance, might conduct a sale of 
mortgaged land where normally such a 
sale would be under a local state court. 
The creditor still kept his priority. 
No deductions could be made from the 
proceeds except those that would have 
been the usual incident of any fore- 
closure proceedings. Furthermore, al- 
though interest could not accrue after 


Solicitude 


“Tt can scarcely be said that Congress has neglected 
the farmers. In addition to the land bank system, the 
War Finance Corporation, the intermediate credit 
banks, the Department of Agriculture relief bureaus, 
the Federal Farm Board, the regional agricultural 
credit corporations, the Government banks for co- 
operatives, the production credit corporations, the 
Government guarantee as to principal and interest of 
land bank bonds, the Land Bank Commissioner’s 
§600,000,000 of second mortgage loans and the 
A.A.A. subsidies and processing taxes for raising 
prices of farm products . . . is the Frazier-Lemke 
act.” In the picture Under Secretary of Agriculture 
Tugwell is touring Secretary Wallace’s farm in Iowa 


bankruptcy to increase the claim of an 
unsecured creditor, interest went right 
on piling up at the contract rate as a 
charge against security. 

Stocks, bonds and chattels generally 
have some sort of a market and at a 
creditor’s sale are bought by outsiders. 
The creditor himself sometimes buys 
in chattels but usually he has no use for 
them. They depreciate rapidly and area 
burden to keep. Land, on the other 
hand, is usually purchased by the 
mortgagee, even in normal times. If the 
property is the sort that will bring more 
than the mortgage at a cash sale, the 
mortgagor can refinance his mortgage 
or he can negotiate a sale and there will 
be no foreclosure. The property usually 
will pay for its maintenance and, as 
most foreclosures are in times of stress, 
the mortgagee may expect that it will 
increase rather than decrease in value. 
Second mortgagees especially are likely 
to take over the security when they feel 
that the real estate is intrinsically 
worth enough to cover both mortgages. 

Farmers’ debts, especially in the 
Middlewest and South, have been a 
thorny economic and political problem 
since 1920; economic, because much 
farm borrowing had been in a period of 
prosperity and had to be repaid in a 


time of falling farm income and reduced 
land prices; political, because the dis- 
tressed borrowers were largely concen- 
trated in certain areas, which gave them 
much more power in Congress, particu- 
larly in the Senate, than their mere 
numbers might have indicated. 

It can scarcely be said that Congress 
has neglected the farmers. In addition 
to the land bank system, the War 
Finance Corporation, the intermediate 
credit banks, the Department of Agri- 
culture relief bureaus, the Federal 
Farm Board, the regional agricultural 
credit corporations, the Government 
banks for cooperatives, the production 
credit corporations, the Government 
guarantee as to principal and interest 
of land bank bonds, the Land Bank 
Commissioner’s $600,000,000 of second 
mortgage loans and the A.A.A. sub- 
sidies and processing taxes for raising 
prices of farm products, Congress has 
recently made a series of modifications 
in the bankruptcy act for the benefit of 
farmers. The latest is the Frazier-Lemke 
Act. 

Congress, in March, 1933, added a 
bankruptcy section under which a 
farmer who alleges that he is insolvent 
or unable to pay his debts as they ma- 
ture may ask for an extension or com- 


INTERNATIONAL 


position. He must file a schedule of his 
property with a list of all his creditors 
and he must act in good faith. Con- 
firmation of the extension or composi- 
tion proposal depends upon the farmer’s 
getting the consent of a majority in 
number and amount of his creditors. 

The catch in the section, aside from 
some administrative features which 
made the law unworkable and which 
have now also been remedied, was that 
in most cases the mortgagees, even a 
single mortgagee, represented a major- 
ity of the claims, and could prevent 
a confirmation. The farmer could post- 
pone a foreclosure as long as proceedings 
were pending, but when they were 
dismissed owing to the mortgagee’s 
refusal to agree, the mortgagee could 
foreclose. 

The new law provides that if the 
farmer cannot get a majority in num- 
ber and amount of creditors to ap- 
prove his proposals, and seemingly if 
they do approve and after further 
thought he is aggrieved that he did not 
ask better terms, he may ask to be 
adjudged a bankrupt. He can then have 
all his property, personal and real, 
whether pledged, mortgaged or unen- 
cumbered, appraised and his exemp- 
tions set aside to him. The appraisers 
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IN CASE OF NECESSITY 


After long consideration of the Frazier-Lemke farm mortgage bill, 
President Roosevelt said in connection with signing it: ‘‘The actual 
repugnance with which farmers, like other right-minded people, regard 
bankruptcy will prevent them from availing themselves of the pro- 
visions of this measure except under the force of necessity. This bill is 
intended to protect not only the farmers but their creditors also.” 
However, the President also said that “‘the mere threat of the use of 
this machinery will speed voluntary conciliation of debts and the re- 
financing program of the Farm Credit Administration” 


will then fix the fair and reasonable 
value, which need not be the market 
value, of the property, less exemptions. 
The court will also determine the farm- 
er’s debts, secured and unsecured. The 
appraised value of the property fixes 
the total amount the farmer must pay 
the creditors. All the property may now 
be turned back to the farmer if he so 
requests, provided he agrees to certain 
conditions prescribed in the act. The 
principal condition is that the farmer 
agree to buy back his property in six 
years. He must pay 1 per cent interest 
on the unpaid balance of the purchase 
price. He pays 2% per cent of the prin- 
cipal each of the second and third 
years, 5 per cent each of the fourth and 
fifth years, 85 per cent the sixth year. 
If he wants to consume or sell any part 
of his property he can do so by paying 


the appraised value of that parcel. The 
farmer’s payments go to his creditors 
as their interests appear. If the farmer 
goes back on his agreement, creditors 
may enforce their security. 

If a secured creditor does not like 
this arrangement and files a written 
objection to it, the property in which 
the creditor has an interest is elimi- 
nated from the arrangement. All pro- 
ceedings against it are stayed for five 
years, the farmer can keep possession 
of the property, and all he has to pay 
is its reasonable rental value. At the end 
of five years the farmer can buy it for 
the original appraised value, or, if the 
creditor chooses, for a reappraised value. 

The new law seems to wipe out second 
mortgages and all other junior lien 
holders, whenever the appraisal value 
is less than or equal to the first liens. 


(70 & LOT EASIER 


A cartoon cap- 
tioned ‘*Cock 
Robin.’’ With 
lavish aid on the 
one hand and 
close restriction 
on the other, 
the farmer’s po- 
sition is indeed 
anomalous 
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BROWN IN THE NEW YORK HERALD TRIBUNE 


Heretofore a second mortgagee could 
buy the property or foreclose, keep up 
the first mortgage and hope for better 
times to give his equity some value, 
with the farmer usually having a year 
or more after the sale in which to re- 
deem. Now only the farmer can be a 
purchaser, he has six years to pay the 
price and the money all goes to the 
senior creditor. 

Skeptics about the farm bankruptcy 
law can have two items of consolation. 
First, the original Frazier proposal was 
that the Government issue $3,000,000,- 
000 in greenbacks for the purpose of 
buying up farm mortgages and that it 
thereafter charge 114 per cent interest 
on the mortgages. Second, a farmer to 
come under the new act must file a 
petition showing he is insolvent or un- 
able to pay his debts as they mature, 
and present an extension or composition 
proposal. Most farmers, even now, are 
not insolvent and presumably such 
farmers will go ahead with their con- 
tracts as written. To a certain extent 
the law merely gives legal effect to what 
is actually the hopeless situation of the 
creditor in any event. Since the law will 
not apply to debts incurred after its 
passage it may facilitate some worthy 
farmers in obtaining a new start. 

The policy of the Frazier-Lemke Act 
has been questioned, both because of 
its favoritism and its seeming disregard 
of the sanctity of contracts. 

On the other hand, Gov. W. I. Myers 
of the Farm Credit Administration, 
who is said to have advised the Presi- 
dent to sign the bill, believes that the 
act will be invoked by only a few farm- 
ers, that it will facilitate desirable com- 
promises, and that the only ones to 
suffer will be occasional selfish creditors 
who are taking advantage of distressed 
farm debtors. It is to be hoped that 
Mr. Myers is correct and that the new 
law will be so administered as to avoid 
creating the impression that a farmer’s 
obligations are any less binding than 
those of other members of the com- 
munity. In the meantime, while the law 
places farmer’s creditors at an unfair 
disadvantage in respect to other credi- 
tors, perhaps a conservative adminis- 
tration of the bankruptcy act will re- 
duce its harsh effects to a minimum, 
while permitting the act to do its part in 
quieting the continuous agitation for 
more tinkering with the currency. If 
the prediction of Mr. Myers proves too 
optimistic the Government may as well 
take over all financing of farmers. No 
one else can afford the risk at any in- 
terest rate that can be exacted. 


28 
odd Ta’ Work 
Loe 
/ 
si | 
A Y 4 


By J. W. MILLER 


Mr. Miller is assistant auditor of the Ft. 
Wayne National Bank, Ft. Wayne, Indiana 


ACCOUNT ANALYSIS—PLAN 1 


LOANABLE BALANCE 


Average daily ledger balance. 


Less: average daily uncollected funds................. 


Average daily collected balance... 


Average daily loanable 


INCOME 


Interest on loanable balance @ 54%... .. 


EXPENSE 
Transit items and clearing: 
Checks drawn on us............... hl 


Investment cost (on $756.00)........ 


$3.30 


Desired profit (1% per year on average daily ledger balance) . 


Deficit (debited to account as service charge)............ 


ACCOUNT ANALYSIS—PLAN 2 
LOANABLE BALANCE 
Average daily ledger balance. ................ 


Less: Average daily uncollected funds. . . . 


Average daily collected balance............... 


INCOME 
Net earnings on collected balance @ 4.01%. ............... 
Other income.......... 


EXPENSE 
Transit items and clearing: 


Deposits 
Other expense.............. 


$3.08 
None 


Desired profit (1% per year on average daily ledger balance)... . 


Deficit (debited to account as service charge)........... 


Useful Analysis Short-Cuts 


240.00 


3.30 


$1,162.00 
240.00 


$922.00 


3.08 


= 


ITH bankers talking service 
\\) charges and account analysis, 
it seems opportune to discuss 
ways to lighten the additional work 
they place on the bank’s personnel. 
Account analysis being a new experi- 
ment on the part of most bankers, the 
tendency is to follow the advice of 
others. Most bankers, especially those 
in the smaller institutions, are undoubt- 
edly overlooking many short-cuts that 
would lighten their analysis work con- 
siderably. It is the purpose of this 
article to point out a few of these time- 
savers and suggest a compensating 
balance chart that will put a bank 
official’s account analysis discussion 
with his prospective customers on a 
more businesslike basis. 

The arrangement numbered “1” is a 
form of analysis which appears to be 
used by the majority of banks today. 
Some banks have additional charges, 
usually under the titles of “administra- 
tion cost” or “account cost”’, but they 
would not interfere with this particular 
short-cut. In this method of analysis 
the figuring of the reserve, the interest 
allowed on loanable balance and the 
investment cost are three separate 
calculations. In the analysis plan Num- 
ber 2 these calculations are reduced from 
three operations to one. The rate of 
income allowed the customer is reduced 
to a net figure and is applied on the 
collected balance instead of the loanable 
balance. This eliminates the necessity of 
figuring the reserve and deducting it 
from the collected balance and the 
figuring of the investment cost and 
including it with the other expenses. 

To clarify the procedure in arriving 
at the net rate to be allowed on the col- 
lected balance, the figures as shown in 
the first plan are used in the following 
formula: 


Collected balance............. 100 

18 
Loanable balance............. 82 
Income allowed on loanable bal- 

ance (544 per cent of 82)..... $4.305 

Less: Investment cost (0.36 

Net earning rate on collected 


The above short-cut not only elimi- 
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... $1,162.00 
$922.00 
166.00 
. $756.00 
None 
Total income... . é 
. $1.87 
4.08 
1.62 
per 22 
. None 
7.79 
$4.49 
96 
$5.45 
$1.87 
4.08 
1.62 
None 
$4.49 
.96 
| 
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nates a sizable amount of work but 
decreases the chances for error propor- 
tionately. It helps simplify the banker’s 
discussion with his customers by giving 
him fewer items to explain. 

A bank official is often asked to name 
the amount a customer must carry to 
avoid a repetition of the service charge 
against his account. I believe very often 
in the smaller banks this question starts 
some guessing on the part of the banker. 
Now this figure can be arrived at 
exactly with the aid of simple mathe- 
matics. To illustrate, here are the net 
earning rates allowed on collected bal- 
ances and the amount of desired profit 
quoted in the account analysis above: 


For every dollar increase in 
ledger balance the bank’s net 
earnings will be 

The bank’s desired profit on 
every dollar increase in ledg- 
er balance is 


.0401 


.0100 


Therefore, the bank’s net earn- 
ings in excess of the desired 
profit on every dollar in- 
crease in ledger balance will 


0025083 


To determine the exact amount of 
increase in ledger balance necessary to 
eliminate the service charge, divide the 
amount of the charge by .0025083. Of 
course, this is only true if there is no 
change in the “float”’ or activity of the 
account. It certainly creates a much 
better impression if you answer the 
customer by quoting an exact figure 
than if you say, for example, “between 
five and ten thousand dollars.” 

There is also a compensating balance 
chart which is very helpful to officers 
whose responsibility it is to solicit and 
open new accounts. 

A question very often put to the 
banker by the prospective customer is, 
“How much balance will it be necessary 
for me to carry with your bank to 
avoid a service charge?”’ By discussing 
the details of the prospect’s account 
with him the bank official can deter- 
mine the approximate amount of activ- 
ity it will show. Then by turning to a 
compensating balance chart such as 
the one illustrated here, he can, in a few 


Reduced to a monthly basis. . . 


COMPENSATING BALANCE CHART FOR CHECKING ACCOUNTS 


AVERAGE DaILy LEDGER BALANCE NECESSARY TO OFFSET A GIVEN AMOUNT OF 
ACTIVITY AND FLOAT 


Checks De- 
posited on 
Other Banks 

.933 
.867 
59.801 
.735 
.669 


Item Activity 
Per Month 


874 
58.808 
742 


Checks 
Written 
On Us 
$59. 801 
119.602 
179.404 
239.205 
299 .007 
358. 808 
418.610 
478.411 
538.213 
598.014 
057.816 
717.617 
777.418 
837.220 
897.021 
956.823 
1016.624 
1076.426 
1136.227 


Deposits Float 
Made 
$119.60 
239.20 
358 . 80 
478.41 
598.01 
717.61 
837.22 
956.82 
1076.42 
1196.02 


Average 
Daily Float 
$100 
150 
200 
250 


$133.09 
199.64 
266.18 
332.72 
399.27 
465.81 
532.36 
598 .90 
665.45 
731.99 
798.54 
865 .08 
931.63 
998 .17 
1064.72 
1131.26 
1197.81 
1264.35 


Move the decimal point as many places to the right in the ‘“‘ Average Daily Ledger 
Balance” as you add ciphers to the “Item Activity” or ‘‘Float”’ figure. 


Basic FIGURES 


Reserve considered 
Income allowed on loanable balance 
Activity charges: 
Checks deposited on other local banks 
Checks deposited on out-of-town banks 
Checks written on us 
Deposits made 
Investment cost (on loanable balance) 
Desired profit (on ledger balance) 
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seconds, determine the ledger balance 
necessary to allow an equivalent amount 
of activity and at the same time give 
the bank its desired profit. 

For illustration, we will say that the 
banker finds the account in question 
will show the following approximate 
activity: 

Average daily float 

Checks deposited on other 

banks per month 
Checks written on his bank 


per month 
Deposits made per month. . 


600 items 
25 items 


By referring to his compensating 
balance chart the bank official finds the 
above activity calls for the following 


ledger balances: 
Ledger Balance 
Required 

+ Average daily float 
Checks deposited on other 

banks per month 
Checks written on his bank per 
7,176.17 
598 .01 


9,966.90 


Deposits made per month... . . 


Total average daily ledger bal- 
ance necessary to offset the 
above activity and to allow 
the bank its desired profit on 
the account without service- 


charging the customer $21,733.78 


The base figure used in arriving at the 
figures that make up this chart is the 
bank’s net earnings per month in excess 
of its desired profit on every dollar 
increase in ledger balance. In the ac- 
count analysis presented in this article 
we found this was .0025083. 

To me the salesmanship demanded of 
the banker soliciting a new account is 
the same as in any other line of business. 
The salesman who knows everything it 
is possible to know about his wares and 
who can present his arguments in a 
convincing manner is the one most 
likely to make sales. It certainly instills 
that air of confidence so essential for a 
successful salesman if he knows he can 
answer any reasonable question put to 
him by the prospective customer. That 
is where the real value of this com- 
pensating balance chart is appreciated, 
as no one would call unreasonable a 
request from the prospective customer 
for the amount of balance he must 
carry to eliminate any possibility of a 
service charge. 

Account analysis is here to stay. We 
should endeavor to simplify our meth- 
ods as much as possible, not only with 
the thought of assisting the bank’s 
personnel in its analysis work but also 
keeping in mind the bank’s customers, 
whom we must strive to sell on the 
fairness of the service charge. 
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First Steps of the Youngest 
Housing Plan 


By GEORGE E. ANDERSON 


PRELIMINARY survey of the 
A possibilities of successfully apply- 
ing the repair and modernization 
features of the new National Hous- 
ing Act to a stimulation of the building 
industries has quickly demonstrated 
two facts. One is that it depends very 
largely upon the initiative and enter- 
prise of community committees under 
the direction of the Federal authorities; 
the other is that it requires the active 
cooperation of local lending institutions, 
especially commercial banks, with these 
committees. In other words, the Gov- 
ernment seems to have supplied ade- 
quate machinery but the motive power 
must come from the outside. 

It may also be observed that the 
more the situation is studied in relation 
to the new law the more the tremendous 
possibilities of business revival through 
a stimulation of the construction indus- 
tries are realized. The volume of work 
actually in sight may be fairly compared 
with the actual construction plans of 
the Public Works Administration, with 
the difference that, whereas the latter 
contemplates works which require time 
to initiate and more time to realize, the 
former is readily at hand with no need 
of elaborate planning and no need of 
delay. Nor does the new plan involve 
the expenditure of public funds with a 
possible reaction when the public funds 
are exhausted. The plan contemplates 
the stimulation of industry and of loan 
institutions to assume their normal 
functions in a normal way. 

There is a general impression, induced 
doubtless by the fact that the repair 
and modernizing program is a part of 
the housing act, that the provisions of 
the law apply only to residential real 
estate. The limit and nature of the loans 
to be guaranteed by the Government 


also lend themselves to this impression. 
The fact is that the guaranty may be 
given “for the purpose of financing 
alterations, repairs and improvements 
upon real property.” Accordingly, the 
loans may be applied for the repair and 
modernizing of any class of buildings, 
including those on farm property. This 
widens the possibilities of the move- 
ment considerably, since it offers own- 
ers of certain classes of investment 
property loan advantages which may 
enable them to undertake repairs and 
modernization which they cannot con- 


veniently finance otherwise. It is ex- 
pected, however, that the greatest 
volume of business can be developed 
through the cooperation of local com- 
mittees and local banks in the stimula- 
tion of work upon homes. 

The Government has had consider- 
able experience in the successful man- 
agement of local committees in such 
work. It will be remembered that late 
in 1931 a similar campaign for the re- 
pair and modernization of residences 
was inaugurated by the Federal author- 
ities. The movement offered no special 


BETTER HOMES AND MORE JOBS 


James A. Moffett, the Housing Administrator, predicted on taking 
office that $500,000,000 in private funds would be invested in home 
renovation before fall and that 5,000,000 persons would get work as a 
result of the stimulation to business. In the picture Mr. Moffett is 
talking to Marvin McIntyre, one of President Roosevelt’s secretaries 
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HOUSING IN 43 AMERICAN CITIES, 1934 


TYPE 
Single fanily 

2 femily & LK 
Semétmily 10 

Row House | 
Other 2s 


28 K WW 


10 19 an KW 
20 - 29 115 
30 - 39 es 
0-0 

50 and over “6 


Figures for Items in Thousands 
653,746 STRUCTURES (1) 


554 U'WW hv  . | 


Good 
Need minor repairs 
Need structural repairs 


Unfit for use 


DWELLINGS CENSUS 


MATERIAL 


GG, 


12 


CONDITION 


24 KW, 
220 KW, CG 
106 KG 


15 


Summarizing a Department of Commerce dwellings census, the National Industrial 
Conference Board reports that the residential properties in 43 cities consist of 653,746 
structures. Nearly 80 per cent of them are frame buildings, somewhat more than one- 
fourth are less than 10 years old and about 15 per cent are 40 or more years old. Approxi- 
mately half need minor repairs, about 15 per cent need structural repairs and nearly 40 


financial facilities or inducement, but 
in some parts of the country it was 
carried on with great success. Local 
committees were organized in 84 cities 
in various parts of the country. These 
committees functioned until April, 1933, 
when the movement was discontinued 
pending development of the policy of 
the new national administration. 

In the 15-month period between 
January 1, 1932, and April 1, 1933, the 
work of these committees resulted in 
expenditures for labor and materials in 
house repair and reconditioning in the 
amount of $87,928,535. All things con- 
sidered, this total was not very impos- 
ing, although it amounted to about 75 
per cent of the reported expenditures 
for such purposes in the 361 cities and 
towns of the United States covered by 
the Labor Bureau’s construction sta- 
tistics for 1933. 

What was impressive, however, was 
the result accomplished in several in- 
dividual cities. In Philadelphia, for 
example, the committee stimulated the 
expenditure of $21,000,000 for this pur- 
pose—more than $22 per capita of the 


per cent are in good condition 


population as compared with an aver- 
age expenditure of around $4 per capita 
for the non-rural population of the 
country as a whole. Galesburg, Illinois, 
with a population of 28,830 spent 
$1,005,000; Minneapolis, with 464,356 
inhabitants, spent $7,387,618; Lincoln, 
Nebraska, with 75,933, spent $1,798,- 
248; Rochester, New York, with a 
population of 328,132, spent $6,000,000; 
Spokane, Washington, with 115,514, 
spent $4,099,869; Cincinnati, Ohio, 
with 451,160, spent $4,500,000; Colum- 
bus, Ohio, with 290,564, spent $2,000- 
000; Duluth, Minnesota, with a popu- 
lation of 101,463, spent $3,700,000; 
Sacramento, California, with 93,750, 
spent $2,294,371; and Little Rock, 
Arkansas, with 81,679, spent $2,680,000. 

Some small cities and towns spent 
even larger sums in proportion to their 
population. The average expenditures 
in the above cities was a little over $20 
per capita in 15 months. At this rate 
similar expenditures in all cities, towns 
and villages in the country would total 
around a billion and a quarter dollars a 
year. These figures do not include the 


expenditures which were made other- 
wise than in response to the campaign 
of these local committees nor do they 
include the outlays of thousands of 
property holders in response to the 
campaign—too small to be registered 
in detail but large in the aggregate. 
Authorities agree that ‘it is impossible 
to secure any accurate idea of the pos- 
sibilities of the present campaign for 
the reason that there is no adequate 
information as to normal expenditures 
for repair and rehabilitation of build- 
ings. The most that can be obtained in 
this line are estimates based upon data 
from the larger cities. The compilation 
of building permit returns by the Labor 
Bureau in Washington covering resi- 
dential construction in 364 identical 
cities shows that a per capita average 
of $7.82 was spent by the residents of 
these cities on repairs and additions 
during 1927, 1928 and 1929. This 
average expenditure, if applied to the 
estimated population of 78,000,000 in 
the cities, towns and villages of the 
country, gives an annual expenditure of 
$609,960,000. Making due allowance 
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for extra high costs in those years, the 
estimate of $500,000,000 generally made 
by the Federal authorities as such ex- 
penditures in a normal year still seems 
conservative. 

If the per capita expenditures for 
alterations and repairs in the 364 identi- 
cal cities covered by the Labor Bureau’s 
figures can be extended to cover all 
cities, towns and villages of the country 
and if increases in population be dis- 
regarded both with respect to normal 
expenditures and actual expenditures, 
the record of estimated expenditures for 
alterations and repairs on urban prop- 
erty for the past five years would be 
something like the following: 1929, 
$609,960,000; 1930, $431,340,000; 1931, 
$326,525,000; 1932, $177,630,000; 1933, 
$188,110,000; a 5-year total of $1,733,- 
565,000. 

If $500,000,000 may be taken as 
normal annual expenditures there is 
therefore a “deficit” in repair and alter- 
ation work which normally should be 
done amounting to $766,435,000 to 
which should be added $500,000,000 
for the current year. 

It is probable that this figure of $1,- 
266,435,000 as a total of what should be 
expended by the property owners of 
the country for immediate repairs and 
modernization is far below the actual 
amount. It is based upon a per capita 
estimate which includes only expendi- 
tures in cities large enough to get into 
the public records and for work of a 
nature requiring public permits. The 
estimate includes none of the work done 
on farm property, none of the small 
repair jobs constantly being done on 
all classes of buildings whose aggregate 
must run into many millions of dollars. 


However, the figures are worth 
while as the basis of a general estimate 
and especially as indicating the ratio of 
work done in normal years and the tre- 
mendous deficit in such work developed 
since 1930. There is some question 
whether the “deficit” in such work can 
be counted as cumulative. Painting and 
repairing a building neglected for four or 
five years may or may not cost as much 
as it would have cost to keep it in 
proper condition all along. On the other 
hand there are many thousands of build- 
ings in the country which have been 
allowed to get beyond the stage of 
ordinary repair and restoration by years 
of neglect. Various Government reports 
indicate that 62 per cent of residential 
buildings in the United States are in 
need of major and 27 per cent of minor 
repairs, one report showing that out 
of 57,000 buildings inspected, 35,000 
needed major repairs, 2,000 were now 
unfit for human occupancy, 23,000 
without bath tubs and 8,000 without 
running water. 


THE QUESTION OF COSTS 


IT is generally realized that the chief 
obstacle to be overcome in developing a 
large volume of repair and rehabilita- 
tion work is comparatively high costs, 
especially high costs in relation to the 
income of property owners. Labor is the 
chief factor in the cost of all such work 
since it is estimated that on an average 
60 per cent of expenditures on this 
account go directly to labor. However, 
building materials also are an important 
factor and the situation in this respect 
can be appreciated by a comparison of 
the cost of such materials with the 
average of all commodities. Taking the 
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Labor Bureau’s index figure for all com- 
modities in 1926 as the measuring rod, it 
will be noted that in 1927 the average 
cost of building materials was 94.7 as 
compared with 95.4 for all commodities, 
and repair and reconditioning work 
was very active. In 1929 the averages 
were 95.4 and 95.3, respectively, and 
repairs and reconditioning reached their 
apex. In 1930 a discrepancy between 
building material costs and other com- 
modities commenced to develop, the 
former averaging 89.9 and the latter 
86.6. In 1931 building materials aver- 
aged 79.2 and all commodities, 73; in 
1932, building materials were 71.4 and 
all commodities 64.8; and in 1933 build- 
ing materials averaged 77 and all 
commodities 65.9. 

This unbalance between building 
materials and other commodities has 
been accentuated during the current 
year, the average for all commodities in ' 
the first four months of 1934 being 
73.2 while that of building materials 
has been 86.5. On another scale of 
comparison Labor Department figures 
show that the union scale of wages in 
the building trades rose as high as 137.9 
per cent of the 1921 average in 1931 but 
had fallen to 116 per cent in 1933. 
Rents, however, in 1933 had fallen to 
66.5 per cent of the 1921 average— 
ample discouragement for property 
owners in the matter of repairs and re- 
conditioning. There is not much doubt 
that the extraordinarily high price of 
union labor in the earlier period of the 
current depression was the primary 
cause of the collapse of construction 
activities. No statistics are to be had 
covering non-union labor, which is 
fairly plentiful in various parts of the 
country, but in general non-union 
labor rates have followed the trend in 
union wages. 

The Federal authorities expect to 
overcome the high cost obstacle by an 
intensive campaign to lower costs. They 
are using the power of the Interstate 
Commerce Commission to lower freight 
rates on building materials whether the 
carriers like (CONTINUED ON PAGE 57) 


ON PENNSYLVANIA AVENUE 


Washington set a good example in the 

renovation campaign. During President 

Roosevelt’s absence work was started 

on modernization of the White House 

office building. In the picture is Eric 

Gugler with the plans he has drawn 
for White House improvements 
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CUSHING 


A CHOICE OF STATES 
AND HIGHWAYS 


‘*There are a number of reasons for the 
increase of organized crime in the coun- 
try, but it has long been recognized that 
one of the chief reasons has been the 
comparative ease with which criminals, 
by organized effort, have been able to 
flee from the local authorities and evade 
justice through interstate operations.”’ 
The picture shows road signs at a bridge 
connecting Illinois and Missouri 


\\" 7 HAT the business of organized 
crime costs the banks of the 
United States only the banks 

themselves know. Manifestly itamounts 

to a vast sum but, perhaps, money is the 
least of the losses. Bank robbery is one 
of the most spectacular features of the 
modern crime situation. It is, also, one 
of the most disconcerting forms of the 
war of gangdom on society. The sudden 
swoop or insidious infiltration of gang- 
sters into a small city, the picturesque 
holdup with the patter of machine guns 
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Organized Crime 


By HON. HOMER CUMMINGS 


Attorney General of the United States 


and the crack of rifles, the throbbing 
automobile waiting for the getaway, all 
appeal to the imagination in a way to 
strike terror in the stoutest of hearts. 
These dramatic features and the terror 
they naturally inspire account, in large 
measure, for much of the success of such 
attacks upon banks. No business has a 
more vital stake in the suppression of 
crime than banking, and no class of peo- 
ple has a more direct interest in the 
prevention, detection and punishment 
of crime than the banking fraternity. 
Perhaps it is not too much to suggest 
that for this reason bankers have a spe- 
cial responsibility to society in lending 
every aid possible to law enforcement 
officers in the war upon crime. 

It really is war. The number of crim- 
inals in organized gangs in the United 
States is almost unbelievable. There is 
no doubt that there are more people in 
the underworld carrying deadly weap- 
ons than there are in the combined 
forces of the Army and Navy of the 
United States. The cost of crime ap- 
proaches that of a minor war, certainly 
several billion dollars a year. Some of 
the items are of common knowledge. 
Several hundred million dollars a year 
are spent upon municipal, state and 
other police and prosecution forces. 
Enormous amounts are expended by 
private corporations and individuals in 
the maintenance of watchmen, guards 
and industrial police forces and upon in- 
surance against loss by criminal acts. 
Add to these expenses the enormous 
losses due to property destroyed, money 
stolen and values converted. Then add 
the fabulous sums extorted in blackmail, 
racketeering and graft and one can have 
some idea of the tremendous drain upon 
the economic resources of the nation. 


Truly, the suppression of crime has 
come to be a major national problem. 
Aside from the loss of property and the 
sickening loss of life which have resulted 
from the depredations of criminals, the 
prevalence of crime involves social con- 
siderations of the highest consequence. 
There is something sinister in the fact 
that of the more than a quarter million 
arrests made by various authorities in 
1932 there were more arrests of persons 
19 years old than of any other age, and 
that a startlingly large proportion of the 
arrests were of minors. Of no less effect 
upon society generally, and especially 
upon the growing generation, is the con- 
stant, open defiance of the governments 
of the states and of the United States 
by organized bodies of criminals. As 
heretofore suggested, the cost in money 
is great, but the cost in national pride, in 
the loss of national prestige, national 
dignity and, perhaps, in national char- 
acter may be greater. 

There are a number of reasons for the 
increase of organized crime in the coun- 
try, but it has long been recognized that 
one of the chief reasons has been the 
comparative ease with which criminals, 
by organized effort, have been able to 
flee from the local authorities and evade 
justice through interstate operations. 
Until a comparatively recent date there 
existed possible conflict of authority 
between state and Federal officers, and a 
lack of close liaison between law enforce- 
ment officers of the several states. There 
still exist inconvenient diversities in the 
laws of the several jurisdictions jointly 
concerned. 

These circumstances and many others 
have afforded the organized criminals 
an area of relative security of which 
they were quick to take advantage and 
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and the Banks 


upon which they frequently relied for 
the evasion of punishment. Rapid means 
of transportation and communication 
not only enable the criminal to speed 
away from the scene of his crime to an- 
other jurisdiction, but, in some cases, 
enable him to conspire in one state to 
commit unlawful acts in another under 
circumstances likely to complicate the 
prosecution of his crime. These factors 
have given many offences an interstate 
rather than a purely local character. 
In any event they have created a na- 
tional problem. 

In one kidnapping case last year the 
operations of the criminals took place 
in seven states, and agents of the De- 
partment of Justice found it necessary 
to go into nine additional states to solve 
the crime and bring the perpetrators 
to justice. The seven states referred to 
nave an area substantially equal to half 
of Europe. 

Manifestly, under such conditions a 
new approach to the subject of crime 
has become imperative. A prime requi- 
site has been some degree of national 
leadership and this the Department of 
Justice is attempting to supply. A sec- 
ond requisite has been legislative recog- 
nition of the fact that changed conditions 
have not only given new forms to old 
crimes, but have also rendered the latter 
a national rather than a state problem. 
This is the fundamental idea upon which 
legislation recently passed by Congress 
is based. In seeking this legislation the 
Department of Justice carefully avoided 
the taking over of any power belonging 
to the states under the Constitution. 
The laws were requested as practical 
means of meeting an imperative neces- 
sity and were so drafted as to cover only 
crimes which, under changing condi- 


tions, have become essentially national 
in scope. 

They follow such precedents as the 
Dyer Act, prohibiting the interstate 
transportation of stolen automobiles; 
the Mann Act, designed to curb the 
white slave traffic; the so-called Lind- 
bergh kidnapping statute, making it a 
Federal offense to transport a kidnapped 
person from one state to another; the 
anti-trust laws; the extortion statute, 
which makes it a crime against the 
United States to send through the mail 
an anonymous or unsigned communi- 
cation threatening death, kidnapping 
or personal injury for the purpose of 
extortion; the mail fraud statutes; and 
the statute which makes the theft of 
goods from interstate shipments a 
Federal offense. 

These new laws upon which the 
Federal Government relies for increased 
ability to deal with interstate crime 
have grown out of actual and bitter 
experience. In addition to recognizing 
certain illegal acts as crimes against 
the United States, they are designed 
to strengthen existing laws such as the 
Lindbergh Kidnapping Act or to remove 
obstacles to the successful prosecution 
of criminal cases in Federal courts. In 
no case do they supplant state laws. 
They supplement such laws. We now 
have a law dealing with racketeering 
which makes it a felony to do any act 
restraining interstate or foreign com- 
merce if such act is accompanied by 
extortion, violence, coercion or intimida- 
tion. Another makes it a Federal of- 
fense for any person knowingly to trans- 
port stolen property in interstate or 
foreign commerce; still another makes 
it unlawful for any person to flee from 
one state to another for the purpose of 


LOCAL POLICE 
ENFORCEMENT 


‘*So far as it is humanly possible to do 
so, the police forces of the nation should 
be relieved of political domination. 
. . » No one has any right to expect a 
stable and efficient police organization 
in any locality where it is customary 
for the law enforcement personnel to 
be ousted with every change in political 
administration”’ 


avoiding prosecution or the giving of 
testimony in felony cases. 

A special effort has been made to 
supplement state laws applying to bank 
banditry by making it a criminal offense 
against the United States for any one to 
rob, burglarize or steal from banks oper- 
ating under the laws of the United 
States or as members of the Federal 
Reserve System, or for any person to kill 
or assault a Federal officer or employee 
while he is engaged in the performance 
of official duties. There is a similar act 
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RATES OF TRAVEL. 1857 


to provide punishment for any person 
who assists in a riot or escape at any 
Federal penal institution. Supplemented 
by some half dozen new provisions in the 
statutes affecting court procedure in 
criminal cases in the Federal courts, 
these new acts have strengthened the 
arm of the Federal Government and 
placed it in a position to deal effectively 
with most of the new classes of cases 
which are constantly arising. 

It is evident that, since most crimes 
are violations of state rather than Fed- 
eral laws, the enforcement of law and the 
prevention of crime under interstate 
conditions depend largely upon the 
close cooperation between state and 
Federal authorities. Asa result of special 
efforts made by the Department of 
Justice this close cooperation has been 
effected under most conditions subject, 
however, to several obvious difficulties 
and limitations. First among these, 
perhaps, is the part politics play in the 
selection and control of the personnel 
of local law enforcement officers. The 
Department has found in the course of 
its investigations that in some com- 
munities politics and corruption are so 
interwoven, gangsters and officials so 
interlinked, that the trails followed for 
criminals led also to men supposed to 
be holding public trusts. 

Naturally this leads to the question 
of the constantly recurring attempts to 
divert justice through the use of politi- 
cal influence. This has been easily 
handled by the Department in Federal 
cases merely by ruling it out. We do 
not think we have done anything par- 
ticularly meritorious in this regard. 
It was simply a matter of duty. How- 


CARNEGIE INSTITUTION 


ever, I am sure the public would be 
amazed at the devious ways by which 
men, wishing to escape prosecution or 
gain other advantages, have sought to 
“reach” responsible public officials, 
just as the Department of Justice has 
been amazed at the commotion even 
the most notorious racketeers have 
succeeded in raising by using or seeking 
to use the influence of their political 
friends or by well conceived propa- 
ganda. In some instances police officials 
were brought under grave suspicion 
and public officials who gave aid and 
comfort to fugitive desperadoes were 
arrested, tried and convicted. 

Another evil disclosed was the readi- 
ness of unscrupulous lawyers to connive 
with criminals not only to cover up their 
clients’ acts and evade punishment, but, 
in many cases, also, to plot the carrying 
out of criminal purposes. To reach this 
evil we have set in motion all possible 
Federal machinery to apprehend and 
punish such unworthy members of the 
bar. We are also in touch with bar as- 
sociations everywhere in the purpose of 
making it difficult if not impossible for 
such men to practice law. 

Aside from these more or less common 
examples of the corroding effects of 
crime upon persons in positions of trust, 
there remain certain purely political 
factors. In many parts of the country 
law enforcement officers are not selected 
primarily because of their training and 
general qualifications, but are chosen 
upon a political basis. The result is that 
not only is law enforcement in large 
areas in the hands of untrained and 
inexperienced men, but it is also in the 
control of those whose tenure of office 


RATES OF TRAVEL 
IN 1857 


In 1857, the map shows, it would have 

taken a criminal a week to reach the 

central part of the United States from 

New York. At the present time air 
police are necessary 


is uncertain. Each change in local ad- 
ministration involves a more or less 
sweeping change in local law officers. 

It is impossible to build up a coura- 
geous and efficient force, capable of 
grappling with organized crime, so long 
as such officers are constantly subject 
to the ups and downs of local politics. 
I believe there is no single action on the 
part of the individual citizen which will 
prove more effective in the war upon 
organized crime than constant, in- 
telligent and non-partisan effort to elect 
or secure the appointment of competent 
and honest law enforcement officials. So 
far as it is humanly possible to do so, 
the police forces of the nation should be 
relieved of political domination. Hun- 
dreds of chiefs of police in the United 
States lose their positions at every revo- 
lution of the political wheel. Yet these 
officers are the first line of defence in 
their respective communities upon 
whom the nation, as a whole, must pri- 
marily depend. No one has any right to 
expect a stable and efficient police or- 
ganization in any locality where it is 
customary for the law enforcement per- 
sonnel to be ousted with every change 
in political administration. It may be 
added that in far too many cases the 
change in personnel is made at the be- 
hest of the underworld in return for 
political support. 

It must be apparent to any one who 
gives the matter serious thought that 
the whole machinery of crime preven- 
tion halts and grinds without the cordial 
cooperation and support of the general 
public, especially on the part of those 
interests which are most directly con- 
cerned in the matter. The importance 
of prompt action on the part of banks 
and other business concerns and indi- 
viduals in imparting information to 
law officers concerning the movements 
of known fugitives from justice, in 
regard to threats of kidnapping or any 
other form of extortion, and any phase 
of criminality coming to their knowledge 
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ARCHES, LOOPS, WHORLS 


More than four million fingerprint 

records are on file in the Department 

of Justice, where the pictures on this 

page were especially made for the 
JOURNAL 


cannot be overemphasized. The officers 
of the Department of Justice appreciate 
the fact that in parts of the country 
where criminal gangs are exercising a 
reign of terror and intimidating possible 
witnesses by threats of reprisals, this 
requires a certain amount of courage, 
but it must be realized by every citizen 
that giving such information, testifying 
in courts and other cooperation with 
law officers are not only primary duties 
of citizenship but, in a practical way, 
are also the only means by which such 
reigns of terror can be terminated. 
Since one of the chief factors in a suc- 
cessful campaign against crime in both 
state and nation is the cordial support 
and cooperation of the general public, it 
can also be appreciated how harmful 
may be that maudlin sentimentalism 
and perverted sense of human values 
which leads to the glorification of the 
gangster. Those who, at the present 
time and under present conditions, 
romanticize crime are in a very real way 
aiders and abettors of the criminal. The 
latter is quick to use such people for his 
own ends and the law suffers as a result. 
The Federal Government is con- 


Microscopical equipment in the ballistics lab- 
oratory of the Department of Justice 


stantly building better machinery for 
crime prevention, detection and prose- 
cution. The Identification Unit of the 
Department has on file more than four 
million fingerprint records of criminals, 
constituting the largest and most com- 
plete collection of its kind in the world. 
These records are available without cost 
to all law enforcement officers in the 
country. A uniform crime reporting sys- 
tem also is maintained for the collection, 
analysis and dissemination of data con- 
cerning crimes and criminals. A techni- 
cal laboratory has been established for 
research work with advanced scientific 
equipment and the results are available 
to all state and local governments. The 
Department is now planning the organi- 
zation of a national institute of crim- 
inology, wherein a training school for 
specially qualified Federal, state and 
municipal officers will offer courses in 
scientific methods of crime repression 
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and detection and means and methods 
by which crime and delinquency may be 
prevented. A crime conference will be 
called by the Attorney General, to meet 
in Washington early in December of 
this year. At that conference every 
aspect of the crime problem will be dis- 
cussed by those especially qualified in 
such matters; and important and far 
reaching results are confidently antici- 
pated. 

The war on crime is a war to the 
death, grim and serious. Officers of the 
Government of the United States and of 
the several states are defending society 
with their lives and with as much aban- 
don and devotion as if on the field of 
battle. It is a war not yet won, but 
which will in time be won by constant, 
well directed and unremitting work 
supported and sustained by the good 
will and cooperation of the law abiding 
citizens of our country. 


Fingerprint records are minutely examined in 
Washington to verify identification 
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GLOBE 


EUROPE. Despite executions and undercurrents of unrest, hope has by no means disap- 
peared. Left, Louis Barthou arriving in London to confer with Sir John Simon on European 
problems. Right, youths in a Nazi summer camp near Berlin 


LABOR TROUBLE. Archbishop Hanna, 
chairman of the President’s committee 
to arbitrate the San Francisco strike 


ACME 


COMMISSION GOVERNMENT. Judge 
Sykes, first chairman of the communi- 
cations commission 


FARM TROUBLE. Messrs. Wallace, Wilson and Davis 
confer on drought and relief payments to farmers 
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Second Effort 


T USUALLY happens that the second phase of 
l any great national effort of government, espe- 
cially in a democracy, has been an attempt to cor- 
rect weaknesses and mistakes of the first phase. This 
has been true in war and peace. The United States is 
now entering a second phase of what some call the re- 
covery program and others call planned chaos. 

The N.R.A. has been modified so far as to abandon 
its extreme regimentation, most price fixing, the en- 
forcement of impossible codes on small industries and 
various other radical features. Methods of the A.A.A. 
are also being modified and there are indications that 
it is following the N.R.A. in retreat from the extreme 
positions assumed a year ago. 

On the other hand the P.W.A. is swinging into full 
operation, and whatever it is to accomplish will soon 
be realized. Federal authorities are no longer attempt- 
ing to force bank funds into impossible channels and 
there is indication that for some time at least more 
stable money values and more conservative money 
and credit policies can be depended upon. 


RIGHT 

OUT of the confusion and misdirection, in short, 
there is emerging a considerable amount of order and 
direction. Things in sight may or may not be such as 
to meet the unqualified approval of the business world, 
but, at least, the business community can see some- 
thing. The situation is a little bit clearer. This applies 
as well to banking as to the recovery program. 

Good loans are still hard to find but the industrial 
and commercial prospect is more definite ; prospective 
borrowers are more numerous even if loans are not 
yet closed. Regulations of securities and the security 
markets are crystallized, bankers now know what to 
expect in that line, and things are far from being as 
bad as anticipated. The Banking Act of 1933 is now 
in full force and its effects have been almost fully dis- 
counted. 


THE NEXT SIX MONTHS OR SO 


THE line of thought suggested by the current situa- 
tion is about as follows: If bankers have made mis- 
takes—and one may be permitted to suspect that they 
have made many—now is the time to correct them 
while the Government is trying to correct a few of the 
mistakes it made during the past year and a half. If 
our outlook, as bankers, has been uncertain, and it 
certainly has been, now is the time to concentrate on a 
definite forward looking policy. 

The future of American banking may be largely 
determined in the course of the next six months. 
Either American business must show marked im- 


EDITORIALS 


provement, in which banking must take a leading part, 
or the best interests of both will go down to defeat 
under an irresistible tide of inflationism. 


THE BASIS FOR OPTIMISM 


QUITE likely when historians come to review the 
events in the past twelve months in the United States 
the chief faults found will be confusion of purpose, 
diffusion of efforts and the general uncertainty. of 
what we mean by recovery. Ventures and aims have 
been frankly experimental. This, indeed, has been the 
national policy, and the United States has never been 
allowed to lose consciousness of the football simile 
which inaugurated the policy of trial and error. 

The outstanding experiment has been the National 
Recovery Administration. It was launched as a com- 
bination of many indefinite and often contradictory 
theories based on hopes just as indefinite and con- 
tradictory. The fundamental idea of normal recovery 
was soon lost in a maze of reform, and for a number 
of months the country floundered amongst rules, regu- 
lations and hasty commands. 

The special committee on administrative law of 
the American Bar Association says that the N.R.A. 
alone has issued more than 10,000 pages of pro- 
nouncements having the force of law and that the 
total volume of such pronouncements by all the alpha- 
betical bureaus probably exceeds the total volume of 
Federal statutes since the administration of President 


Washington. 


N.R.A. A.A.A. 


THE A.A.A. was founded for the purpose of lifting 
the prices of farm products to the level of prices for 
other commodities, especially the things which a 
farmer buys. The N.R.A. stepped in and tried with 
some success to lift the prices of manufactured goods 
as rapidly as farm prices were raised, and the farmer 
now stands just about where he was before. 

When it appeared that a revival of the capital goods 
industries was the prime essential for recovery it was 
found that N.R.A. restricted plant extension and ma- 
chinery replacements and that restrictions upon pro- 
duction discouraged manufacturers from any attempt 
at expansion. This shut off one of the principal possi- 
bilities of capital goods recovery. 

Happily difficulties often disappear on closer ex- 
amination, and that is what has happened in the case 
of many problems which seemed insurmountable to 
the average business man and banker even a few 
months ago. President Roosevelt has turned in the 
direction of giving the capitalistic system respite from 
political attack and the results already apparent, in 
the renewed faith of the business community, are a 
tribute to the President’s great political acumen. 
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The Imperialism Ahead 


(CONTINUED FROM PAGE 25) 


accomplishment of the Administration 
has been to bring about almost com- 
plete absorption of new domestic sav- 
ings in investment in Federal securities. 
If we assume the permanence of the 
“new deal” program, it is not hard to 
imagine that the Federal Government 
may, in the course of time and in ac- 
cordance with the purposes of foreign 
policy, undertake to sell its securities to 
raise capital for direct investment 
abroad in areas in which it wishes to 
establish economic control. 
Remembering that these suggestions 
are intended only to stimulate thought 
along these lines, we may well leave to 
the imagination the rest of the picture 
that would be likely to develop out of a 
situation in which, in the leading in- 
dustrial countries, including the United 
States, the national governments had 
assumed direct responsibility for and 
participation in foreign investment and 
trade. Our experience of the problems 
of international commercial competition 
and of the diplomatic difficulties and 
dangers of foreign investment by a 
private individual enterprise would 
probably pale into insignificance in 
comparison with a situation in which 
the international traders and investors 


were the all-powerful national govern- 
ments of the great powers, armed with 
complete authority and with all of the 
capital resources of their respective 
countries at their command. Against 
such a prospect, the trade wars of the 
past would appear as trifling interrup- 
tions in an era of perfect international 
peace and cooperation. 

Thus, curiously enough, we seem to 
have come out of this speculative ex- 
ploration with the apparently paradoxi- 
cal conclusion that, whether the “new 
deal”’ is permanent or not, the Federal 
Government is probably destined to 
play a dominant and decisive roll in the 
future development of American and 
foreign trade and investment. The 
prospect seems to be cut out in the 
pattern of imperialistic expahsion along 
lines of national protection of logical 
spheres of influence, whether we relapse 
into laissez faire in domestic policies or 
not; and it is most certainly cut in this 
pattern if present nationalistic tend- 
encies continue to their perfect fruition. 

If we dissent from this somewhat 
formidable forecast on the ground that 
liberal public opinion may take a hand 
in determining the drift toward im- 
perialistic expansion of foreign busi- 


The King of Siam in Germany, on a trip around the world. 
Europe is taking a realistic view of the forthcoming com- 
petition for world trade 


On the steps of Malacanan Palace when 

Leonard Wood (second from left) was 

Governor General of America’s Asiatic 
empire 


ness, we should reflect upon the fact 
that in communist, fascist, liberal and 
democratic countries alike, public opin- 
ion does not seem to have resisted suc- 
cessfully the drift in this direction in 
recent years, no matter how different 
the respective philosophies of interna- 
tional relations in these countries may 
have been. The relentless logic of events 
seems to indicate that the only road 
along which foreign trade and invest- 
ment can develop is the road laid down 
by the impulse to expand the power and 
sphere of influence of the national unit. 

In a country like this, where the drift 
toward concentration of increasing 
power and authority in the hands of the 
central government was evident even 
before the “new deal,” this logic is 
especially persuasive. At least, it can 
be said that, after the painful experience 
of American investors abroad during the 
past few years, it seems unlikely that 
they will soon venture into the treacher- 
ous currents of foreign investment with- 
out the paternalistic protection of a 
powerful governmental arm. Security 
is the slogan in foreign, as in domestic, 
affairs. But it remains true also that 
abroad as well as at home, where gov- 
ernment is expected to protect, promote 
or support, it inevitably exacts as its 
price the privilege to control. 


40 
if 
a 2? 
i 
; 
4 { ~ 
| 
j 
if 
i 
GLOBE 


AMERICAN BANKERS ASSOCIATION JOURNAL, August 1934 


Hundreds of Banks 
are saving with 


Recordak 


Monthly statements, as well as checks, 
are photographed by Re cordak. 


Here’s what Recordak can do for you 


1. Recordak creates an immediate saving... Cutting 
operating costs as much as 40%. 


2. It gives an authentic picture of the facts behind 
the figures... guarding against tampering, extraction 
and substitution. 


3. The tiny film pictures cut down storage space— 
give you valuable extra room. 


4, It protects your customers against the inconven- 
ience of lost checks and statements...and in so 
doing creates good will for your bank. 


Recordak requires no capital investment . . . a small 
monthly rental puts Recordak in your bank, keeps it 
serviced. Send in the coupon today. 


No bank too big—no bank too small to 


SAVE WITH RECORDAK 


PROOF 


IN NEW YORK CITY 

The Empire Trust Company, with nearly 
$60,000,000 on deposit, uses five Rec- 
ordaks in its main office and branches. 
Savings amount to several thousand dol- 
lars per year. This was the first bank (in 
the United States) to install Recordak. 


IN WEST PALM BEACH, FLORIDA 

The Central Farmers’ Trust Company, 
with over $3,000,000 in deposits, has 
two Recordaks... saves several hundred 


dollars per year. 
R 


CODE 


PORTFOLIO GIVES YOU THE FACTS 


Send for the free portfolio today. It gives you 
many valuable hints...shows you where Rec- 
ordak can fit into your organization. Recordak 
Corporation—subsidiary of Eastman Kodak 
Company—350 Madison Ave., New York City. 


Name 
Bank 


Street and City 
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Legal Notes and Digest 


Branch Banking Statutory Trends 


Summary of Changes in 1933-1934 by States 
(Continued from July JOURNAL) 


ions given here are prepared for 
the JOURNAL by the Legal De- 
partment of the Association, un- 
der the direction of D. J. Need- 
ham, General Counsel. 


MASSACHUSETTS 
HE 1934 law, enacted since the 
July JourNaL went to press, puts 
branches on a county rather than a 
“town” basis. New “outside” branches, 
as distinct from existing offices taken 
over, are limited to towns without bank- 
ing facilities. The restriction on new 
“inside” branches to one in a town of 
not over 50,000 population and to two 
in a town not over 100,000 is removed. 

The right to maintain as branches, 
offices of other trust companies and of 
national banks taken over, is extended 
to include new methods of acquisition. 

The capital and surplus must be 10 
per cent of the deposits, except that the 
bank commissioner may permit upon 
reorganization the maintenance of 
branches upon conditions approved by 
him. 

While the act is limited to trust 
companies, the statutes do not recog- 
nize banks as distinct from trust com- 
panies. 


NEVADA 


The 1933 Banking Act removed the 
statutory prohibition against branches 
and permits the organization of a bank 
with branches. Apparently the ap- 
proval of the superintendent of banks 
is given upon the meeting of merely 
formal requirements. A bank organized 
under “this act” of 1933 may establish 
branches: in two counties if it has $50,- 
000 capital and $25,000 “paid-up” sur- 
plus; on a state-wide basis, if it has a 
“paid-up” capital and surplus of $1,- 
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000,000, of which at least 20 per cent 
shall be surplus. Apparently, banks 
organized under prior statutes may 
establish branches under such condi- 
tions by virtue of Section 84 of the 1933 
Banking Act. An annual license fee of 
$100 is required for each branch. 


NEW JERSEY 

A bank or trust company, other than 
a savings bank, may be permitted by 
the commissioner of banking and in- 
surance to establish the following 
number of branches in the same munici- 

pality, depending on the population: 
Number 1933 Law ‘Former Law 


None Under 20,000 Under 25,000 
1 20,000-40,000 25,000-50,000 
2 40,000-80,000 50,000-100,000 


No statutory restriction Over 80,000 Over 100,000 


The sole change from the former law 
in the case of branches resulting from a 
merger in the same municipality is that 
represented by the last line above. 

The commissioner of banking and 
insurance may approve “immediately 
and without notice” an application by 
a bank or trust company to establish a 
branch in the same county to continue 
the business of a trust company or 
bank, including a savings bank or 
national bank, the entire assets of 
which it acquires. 


CORRECTION 


In connection with the table of 
**State Laws on Branch Banking,” on 
p. 42 of the July Journal, Massachusetts 
and Wisconsin should be italicized to 
indicate 1933-1934 legislation. If any 
statute has been omitted for any 
reason, notice will be given later. 

The term “branch”? includes an 
office restricted to the receipt of de- 
posits and the payment of checks. 


NEW YORK 


The principal change in 1934 is the 
establishment of 9 branch banking 
“districts” within each of which a 
state bank or trust company located 
therein may establish branches. Such 
branches are limited to a city or an in- 
corporated or unincorporated village 
without a national bank or a state bank 
or trust company, except when such a 
banking institution, open or in liquida- 
tion, is taken over. 

City-wide branches for state banks 
and trust companies in cities with more 
than 50,000 population are permitted as 
heretofore, even in New York City 
which is in more than one “district.” 
Formerly it seems that a trust company 
in a city of any size could establish 
branches therein. 

For any branch, the vote of two- 
thirds of the members of the state bank- 
ing board is necessary in addition to the 
former requirement of the approval of 
the superintendent of banks. 

The functions of branches of state 
banks are no longer limited to “the re- 
ceipt and payment of deposits and . . . 
making loans and discounts to custom- 
ers of such respective branch offices 
only.” No such statutory limitation ex- 
isted as to a branch of a trust company. 

Each future branch increases the re- 
quired capital $100,000. This makes the 
required capital for an “outside” 
branch the same as that under the for- 
mer law for an “inside” branch. 

(CONTINUED ON PAGE 44) 
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THE NATIONAL CITY BANK 


Cc LEVEtAN D 


Passing the hundred million mark recently in total 
resources, National City of Cleveland also achieved 
a distinction of even more interest to bankers: it 


assumed leadership among Cleveland banks in 


volume of correspondent bank deposits. 


A few dealings with our transit department will 
reveal some of the reasons for this standing. 


STATEMENT OF CONDITION JUNE 30, 1934 


RESOURCES 


Cash in Vault, and due from Banks . . . . .. . . $32,983,350.85 
United States Government Securities 
Unpledged . . . . . $13,380,074.60 
Pledged to secure Trust —s 
Public Funds and Circulating Notes ... . 19,569,930.67 32,950,005.27 
Obligations of Federal Land Banks and 
Home Owners Loan Corporation. . . 2,613,177.86 
Other Securities (of which $8,587,838.55 matures titi two years) . . 14,915,178.95 
Capital Stock of the National City Building Co... . . . . . 2,477,816.35 
Accrued Interest. . . . 400,124.48 
Customers’ Liability on Ac Lette ors of Credit 1,611,172.68 
$108,055,858.97 


LIABILITIES 


Capital Stock—Preferred . . . . .. . . $4,000,000.00 
CapitalStock—Common ........... 4,700,000.00 
Undivided Profits. . . . 384,937.10 $10,100,431.77 
Reserve for Contingencies, etc. . . . 778,211.34 
Circulating Notes (Secured by U. S. Government Securities) . . . . 1,981,600.00 
Deferred Credits and Other Liabilities . . . i eee 121,256.57 
Acceptances and Letters of Credit Executed for 1,611,172.68 
Deposits 
Demand and Time Deposits Unsecured. . . . . $77,043,144.70 
Trust Funds and Public Funds Secured vail 
U. S. Government Securities . . 16,280,229.11 93,323,373.81 
$108,055,858.97 


CLEVELAND’S OLDEST BANK FOUNDED 1845 
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NORTH CAROLINA 


1933 supplementary branch banking 
legislation permits a bank with common 
and preferred stock of $1,000,000 
“which qualifies for non-assessable 
stock” under 1933 legislation (requiring 
in substance a surplus of 50 per cent of 
the capital, invested in United States 
and North Carolina bonds held by a 
Federal Reserve or other bank) to estab- 
lish any number of branches through- 
out the state, subject to the discretion 
of the commissioner of banks. Any bank 
establishing a branch under earlier or 
supplementary legislation must have a 
capital and surplus equal to 10 per cent 
of its deposits. 


OHIO 


For the establishment of a new 
branch of a commercial or savings bank, 
the 1933 law provides for additional re- 
quired capital, the same as that for the 
organization of a unit bank in the place, 
as follows: 


Less than 5,000, 
More than 5,000, 
More than 25,000, 


$35,000. 
$50,000. 
$100,000. 


The banking board may waive such 
capital requirement “for the protection 
of depositors and creditors.” 


OREGON 


A prohibitory statute was repealed in 
1933 and branches are authorized: (a) 
at any place in the state, for a bank or 
trust company with capital of $1,000,- 
000 or for a trust company, not receiv- 
ing commercial or savings deposits, with 
a capital of $500,000; (b) within a tribu- 
tary trade area as determined by the su- 
perintendent of banks and also at any 
place in the county, for a bank in a 
county with less than 200,000 population. 

The required capital and surplus are 
the same as if each branch were an inde- 
pendent institution. 

No branch shall be established in any 
community of less than 50,000 popula- 
tion, except by taking over an existing 
national or state bank or trust company 
or trust department. 

National banks are specifically au- 
thorized to establish branches under the 
same conditions as state banks. 

Discontinuing or moving a branch re- 
quires the written approval of the super- 
intendent of banks. 

Except as expressly authorized by 
the statute, no bank, and no officer, di- 
rector or employee of a bank shall main- 
tain any “subsidiary office for the trans- 
action of any business in this state or re- 
ceive deposits or pay checks other than 
at its principal place of business.” A 
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penalty of $100 each day a branch is 
maintained without authority is pro- 
vided for each bank and each officer and 
director violating the Act. 

Specific provisions relate to: the ap- 
proval or disapproval of the organiza- 
tion of branches by the superintendent 
of banks, subject to appeal to the bank- 
ing board; supplementary articles of in- 
corporation authorizing branches and 
accepting provisions of constitution and 
laws affecting like corporations; re- 
quired use of word “branch” and words 
indicating where head office is located; 
examination fees; each office as separate 
entity for collection purposes, subject to 
contract between bank and depositor; 
branches in Oregon of foreign banks and 
trust companies, similar to former law; 
separate reports for each branch, includ- 
ing total amount of outstanding loans 
to and deposits of customers within the 
county. 

The above digest applies to trust 
companies. 


PENNSYLVANIA 


1933 legislation permits a banking in- 
stitution in Philadelphia or Pittsburgh 
to establish branches within the limits 
of its city; also, literally, such an insti- 
tution in Pittsburgh, as well as in Phila- 
delphia, may establish a branch in any 
township of the first class, contiguous to 
Philadelphia, without banking facilities 
other than a banking institution to be 
merged. Such a branch may be estab- 
lished either in the same manner as an 
amendment is made to the articles of 
association under Chapter 8 of the 1933 
“Banking Code,” or in pursuance of a 
plan or merger, involving in each case 
the approval of the banking department. 
Other minor changes are made. 


SOUTH DAKOTA 
The first explicit legislation was in 


1933, authorizing state-wide branch 
banking: in a community of less than 
3,000, only by taking over all existing 
state and national banks; in a com- 
munity between 3,000 and 15,000, with 
two or more banks, only by taking over 
an existing bank. The establishment of 
a branch is within sole discretion of 
state banking commission. 

The required capital] is the same as if 
each branch were an independent bank, 
“and not less than’? $100,000. 

Express authority is given to a na- 
tional bank to establish branches on the 
same conditions as a state bank, with a 
prohibition relative to agency for life 
insurance. 

The authority of a trust company to 
establish branches is not clear. See 
Comp. Laws (1929) § 9033. 


UTAH 


Branches of banks and of trust com- 
panies doing a banking business for- 
merly prohibited were, in 1933, author- 
ized on a state-wide basis, subject to 
the approval of the bank commissioner 
and the governor on a finding of “ public 
convenience and advantage,” after a 
public hearing in the community of 
which newspaper notice has been given. 
The character of the business may be 
limited by the bank commissioner upon 
approving a branch. 

Except in a city of the first class (50,- 
000 population, Salt Lake City), no 
branch can be established in a com- 
munity without the consent of each 
bank, except by taking over an existing 
state or national bank. No unit bank in 
a community with another bank can be 
taken over as a branch until it has been 
in operation five years. 

The minimum capital and surplus is 
$100,000, with a minimum capital of 
$50,000 for each branch. 

Other provisions relate to: applica- 
tions, including $50 fee; examinations 
and examination fees; and a violation as 
a misdemeanor. 


VERMONT 

Such state-wide branch banking as 
was authorized by necessary implica- 
tion in 1929 legislation was expressly au- 
thorized in 1933. In addition, upon a 
merger of banks, including savings 
banks and national banks, within the 
state, a branch may be established at 
the location of the discontinued bank. 


This summary by states will be con- 
cluded in the September JouRNAL. 
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The 


New York Trust 


40th St. & Madison Ave. 


Company 


I00 BROADWAY 


Fifth Ave. & 57th St. 


CONDENSED STATEMENT OF CONDITION 


RESOURCES 


Cash on Hand, in Federal 
Reserve Bank and Due 
from Banks and Bankers 


United States Government 
Securities . 


Reconstruction Finance 
Corporation Notes . 

Other Bonds and Securities 

Loans and Bills Purchased. 


Real Estate, Equities, 
Bonds and Mortgages 


Customers’ Liability for 
Acceptances and Letters 
of Credit 


Accrued Interest and Other 
Resources . 


Liability of Others on Ac- 


ceptances, etc., Sold with 
Our Endorsement 


Capital 
Surplus 


Undivided 
Profits 


Capital Note 


$61,754,019.99 
80,081,991.85 


2,500,000.00 
34,420,936.45 
128,991,576.14 


Reserves: 


6,140,922.91 
Outstanding 


Checks . 
9,895,844.07 


2,186,044.85 
Credit . 


For Contingencies 
For Taxes, Interest, etc.. 
258,271,583.13 


At the close of business, June 30, 1934 
LIABILITIES 

$12,500,000.00 
20,000,000.00 


. 1,714,545.02 $34,214,545.02 


2,500,000.00 


9,725,000.00 
2,263,955.39 


7,895,707.04 266,167,290.17 


Dividend Payable June 
30, 1934 


625,000.00 


Acceptances and Letters of 


10,475,545.68 


Acceptances, etc.,Sold with 


22,602.82 


Our Endorsement 


22,602.82 


Member of the Federal Reserve System and of the New York Clearing House Association 


MALCOLM P. ALDRICH 
New York 


ARTHUR M. ANDERSON 
J. P. Morgan & Company 


MORTIMER N. BUCKNER 
Chairman of the Board 


JAMES C. COLGATE 
James B. Colgate & Company 


WILLIAM F. CUTLER 
Vice-President 
American Brake Shoe & Fdy. Co. 


FRANCIS B. DAVIS, JR. 
President, United States Rubber Co. 


HARRY P. DAVISON 
J. P. Morgan & Company 


Trustees 


RUSSELL H. DUNHAM 
President, Hercules Powder Company 


SAMUEL H. FISHER 
Litchfield, Conn. 


JOHN A. GARVER 
Shearman & Sterling 


ARTEMUS L. GATES 
President 


CHARLES HAYDEN 
Hayden, Stone (7 Company 


F. N. HOFFSTOT 
President, Pressed Steel Car Co. 


B. BREWSTER JENNINGS 
Standard Oil Co. of New York 


EDWARD E. LOOMIS 
President, Lehigh Valley Railroad Co. 


ROBERT A. LOVETT 
Brown Brothers Harriman @& Co. 


HOWARD W. MAXWELL 
New York 


GRAYSON M.-P. MURPHY 
G. M.-P. Murphy & Company 


HARRY T. PETERS 
New York 


DEAN SAGE 
Sage, Gray, Todd & Sims 


LOUIS STEWART, SR. 
New York 


VANDERBILT WEBB 
Milbank, Tweed, Hope &%” Webb 
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Mutual Savings 


(CONTINUED FROM PAGE 19) 


on actuarial records, mutual savings 
banks are clearly a preferred risk and 
should be treated as such. 

“DPD. Savings banks whose legal maxi- 
mum deposit is $7,500, should not par- 
ticipate in insuring the amounts by 
which deposits in other institutions 
exceed this figure. 

“FE. In the event that we should ever 
want to or be obliged to join the Federal 
Reserve System, provisions should be 
set up for the sake of all concerned, 
recognizing the fundamental differences 
of purpose and of structure between 
mutual savings banks and other bank 
and trust companies.” 

The committee stated that it had con- 
sidered three courses: staying out of 
deposit insurance entirely; the creation 
of a fund of their own by the savings 
banks of the state; joining national de- 
posit insurance. 

The decision of the committee was to 
recommend the third course and I quote 
again from their report: 

“United action in the upbuilding of 
an inviolable banking structure is the 
order of the day among responsible 
authorities in Washington. Would it 
be wise for the savings banks in this 
state to stand aside, each one working 
out its problems and explaining the 
logic of its position to its own deposi- 
tors? Would it be appropriate to organ- 
ize a statewide campaign of education 
for the purpose of proving to our de- 
positors that we do not want national 
insurance and should not have it im- 
posed upon us? Would such a course 
lead to an unfortunate counter-offensive 
of advertising and propaganda? 

“Finally, if we are to join the tem- 
porary fund on January 1, we should 
do so as a cooperative step in the inter- 
est of national recovery because na- 
tional recovery cannot help but be 
beneficial to our depositors. But let us 
then spare no time and no effort in co- 
operating with the Administration, 
Congress and with other bankers in this 
country in the immediate development 
of amended legislation which will, in 
fact, achieve the common objective of 
bankers and depositors alike, namely: 
properly managed and properly con- 
trolled banks which will safeguard the 
interests of depositors and at.the same 
time serve the common welfare of the 
country.” 


The decision of the New York banks 
in the fall of 1933 was almost unani- 
mous. They accepted the recommenda- 
tion of their committee and 135 banks 
entered the Temporary Federal De- 
posit Insurance Fund. The insured de- 
posits of these 135 banks were $3,539,- 
866,065. 

It will be remembered that the Tem- 
porary Federal Deposit Insurance Fund, 
in accordance with the Banking Act of 
1933, was to last for six months after 
which the permanent fund was to come 
into effect. The Permanent Fund, by its 
terms, provides for unlimited liability 
on the part of every bank that becomes 
a member of it. The savings banks of 
New York State could not face this with 
any feeling of comfort or assurance. 
They realized that they were trustee 
banks, that all their resources belonged 
to their depositors and that their officers 
and trustees were indeed trustees of a 
large and sacred fund. To place this fund 
at the risk of losses occurring in banks of 
all kinds in any part of the United States 
was not considered justifiable. They 
therefore made plans to create their 
own fund which, as we have seen, led 
to the enactment of the legislation and 
the execution of the agreement to which 
I have referred. 

Early in the session of the last Con- 
gress, the Federal Deposit Insurance 
Corporation, with the approval of the 
President of the United States, sug- 
gested to Congress that the temporary 
fund be extended for one year, the 
permanent fund not to come into effect 
until July 1, 1935. During the closing 
days of the session a bill for the exten- 
sion of the fund was enacted. It con- 
tained a provision increasing somewhat 
the limit of insured deposits; that is, it 
made the insurable amount for commer- 
cial banks $5,000 instead of $2,500 and 
for mutual savings banks it gave them 
the privilege of applying to the Federal 
Deposit Insurance Corporation for an 
increase of coverage to $5,000 which the 
FDIC may grant at its discretion. 

The bill provided also for something 
entirely new. It gave the Federal De- 
posit Insurance Corporation permission 
to establish a separate insurance fund 
for mutual savings banks. The idea of a 
separate fund for mutual savings banks 
in Federal deposit insurance was the 
suggestion of the savings banks them- 
selves. They had frequently asked for 
it. They felt that their record and their 
character warranted separate treat- 
ment under any scheme of insurance. 
However, the enactment of the law 
with the provision I have described 
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Mr. Benson 


came too late. The New York mutuals 
had signed their agreement. They did so 
pursuant to definite resolutions of their 
respective boards of trustees. The agree- 
ment had had the approval of the su- 
perintendent of banks. The new and 
tempting provision of the Federal law 
came, then, after the die had been cast 
for a separate fund under the New 
York law. 

The savings banks of New York were 
not the first to establish their own in- 
surance fund. A bill was signed by the 
governor of Massachusetts on Febru- 
ary 21, 1934, giving the Mutual Savings 
Central Fund, Inc. the right to assess 
each member bank 1 per cent of its 
deposits to establish a fund for the in- 
surance of deposits. One-fourth of the 
amount was required to be paid within 
ten days after the act took effect and 
this amount was assessed by the board 
of directors on March 1, 1934. Other 
calls may be made from time to time as 
required by the banking commissioner. 
The amount paid into the fund may be 
carried as an asset by the member bank 
to the extent authorized by the commis- 
sioner and dividends may be paid upon 
the deposits with the fund at the discre- 
tion of the directors. 

Investments of the fund must be only 
in the most liquid securities, such as 
United States Government bonds, State 
of Massachusetts bonds, bankers ac- 
ceptances, loans to member banks and 
deposits in commercial banks. 

Under the provisions of the law if the 
commissioner of banks certifies that a 
certain bank (CONTINUED ON PAGE 48) 
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WILL YOU 
SHOW 

A PROFIT 

as cols go up ? 


FACTS STOP LEAKS 


Thousands of banks are reducing costs, improving 
control and efficiency by Kardex control systems. 
Visible cards record important information, col- 
ored signals flash vital facts. Officers have day-to- 
day progressive follow up on all transactions. 


VERY business is face-to-face with the problem of keeping down ex- 
penses, even in the face of rising costs. Will you let us help you? Our 
representatives can put before you the helpful experiences of hundreds of 
banks with cost problems exactly like yours. They can show you more than 
a hundred new inventions, developed in the past four years. They can look 
at your departmental routine in an impartial way, because Remington 
Rand makes all types and kinds of office equipment—can advise impartially 
between various machine installations and systems—can work with only 
one object: securing the greatest net profit for you. 


Look for Remington Rand in your telephone book. Or write Remington 
Rand Inc., Buffalo, New York (Canadian headquarters, 68 King Street West, 
Toronto) ... world’s largest manufacturer of office equipment... bookkeep- 
ing, accounting and adding machines, punched card accounting, typewriters, 
Safe-Cabinets, visible, vertical and loose leaf record systems and equipment. 


PUNCHED CARD ACCOUNTING 
CUTS COSTS 50% 


In the Trust Department, Pow- 
ers punched card methods reduce 
operating costs fifty percent per 
trust. Powers new punched card 
ecto space for 90 columns of 
acts relating to Customer’s In- 
vestment Statements and Income 
Schedules, Account and Security 
Reviews, Investment Statistics, 
Income Control. The bank ex- 
ecutive receives quick accurate 
analyses as by-product of 
routine accounting. No capital 
investment needed . . . Powers 
machines are leased, not sold. 
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HIGH SPEED ACCOUNTING 


How fast are your accounting meth- 
ods? The new Remington Rand 
Dual Bank Bookkeeping Machine 
will produce a complete entry— 
original statement, original ledger, 
and original journal in less than 10 
seconds—the world’s fastest method. 
Completely electrified, it will cut 
posting costs 10% to 50% in your 
commercial department. Compare 
this machine with your present 
bookkeeping methods. 


TYPEWRITER SHORT-CUTS 


Remington typewriters with special keyboards, 
various width carriages, specialized type characters 
and time-saving attachments will do your work 
faster and at less cost. Improved Remington 16 
(below) has lighter key action, faster carriage re- 
turn, holds paper eleven inches wide, writes line 
9.2 inches long. Sturdiest possible carriage con- 
struction—adjustable to compensate for wear. Ask 
for a demonstration—let us show you twenty type- 
writing short-cuts that will speed production. 


Remington Rand 


BUFFALO,N.  Y. 
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Mutual Savings 


(CONTINUED FROM PAGE 46) 


is unsound or in an unsafe condition 
to transact its business, the directors 
of the fund shall take possession and 
control of the property and business 
of such bank. They shall operate it 
under the direction of the banking 
commissioner until it is able to resume 
business or has been liquidated. If it is 
authorized to resume business free of 
such control, it means that it has gotten 
into a position where it can repay the 
fund what has been advanced to it or 
has made satisfactory arrangements to 
do so. If the affairs of the bank, however, 
are such that it is apparent that its busi- 
ness should be discontinued, the corpo- 
ration will proceed to liquidate the bank. 
The depositors of the bank are to be 
paid the full amount of their deposit 
with interest at a rate of not exceeding 
3 per cent per annum and such pay- 
ments shall be made within three years 
of the date of such discontinuance of the 
business of the bank. The corporation 
is to use whatever sums may be required 
in the deposit insurance fund in addi- 
tion to the assets of the bank in order to 
satisfy the claims of depositors. 

The Mutual Savings Central Fund, 
Inc., was incorporated by the State of 
Massachusetts in 1932 for a period of 
five years. Its charter therefore expires 
in 1937. Apparently, unless renewed, 
deposit insurance would cease at the 
same time. Massachusetts has 193 sav- 
ings banks with resources of $2,255,- 
228,136. 

There are 73 savings banks in Con- 
necticut having resources of $725,- 
947,099. These banks have not entered 
Federal deposit insurance in any form 
nor have they created their own insur- 
ance fund. The attorney general of 
Connecticut in an opinion rendered to 
the state bank commissioner on October 
24, 1933, after reviewing the Federal law 
and the laws of his state and certain 
legal decisions, stated as follows: 

‘We, therefore, have no hesitancy in 
saying that as to our mutual savings 
banks you should not approve an appli- 
cation to become a member of the 
Federal Reserve System so long as it 
carried with it a mandatory obligation 
of becoming a participant in the Federal 
Deposit Insurance Corporation, nor 
should you approve an application of a 
mutual savings bank to participate in 


either the temporary or permanent 
plan of the Federal Deposit Insurance 
Corporation without becoming a mem- 
ber of the Federal Reserve System.” 

The mutual savings banks have al- 
ways contended that they are entitled 
to be insured in a separate fund and to 
pay premiums of the insurance based 
on the experience of their losses which, 
over a long period of years, have been 
very small. In a pamphlet on deposit 
insurance by William P. Chapman, Jr., 
of the New York City Bar, a statement 
is made that the total known losses of 
the mutual savings banks in a history 
of over 100 years is $16,806,988. 

I believe the New York fund aims to 
do this. It makes possible the creation 
of a fairly large sum at the beginning 
and subsequent contributions are rela- 
tively small. When a fund of a sufficient 
amount has been accumulated it is to 
be maintained at that amount and no 
more. 

Reference has often been made to the 
experience of other state insurance 
funds. I do not think they have a bear- 
ing on the insurance of deposits in 
mutual savings banks. However, the 
experience of eight states a number of 
years ago, namely Oklahoma, Kansas, 
Texas, Nebraska, Mississippi, South 
Dakota, North Dakota and Washing- 
ton, that attempted deposit insurance 
proved a failure. In none of these states 
were there mutual savings banks ex- 
cept Washington, in which there was one. 
In Washington, after a fairly large com- 
mercial bank failed, insurance was dis- 
continued. Failures of commercial banks 
in the states where the experiment was 
tried were undoubtedly due to local 
conditions, largely agricultural. 

Early in 1933 the problem of the New 
York State mutual savings banks was 
that of liquidity. Where could they get 


money, actual cash, with which to pay 
their depositors when required? They 
were solvent. They had the securities, 
How could they turn them into cash? 
Of course, they had some cash and they 
obtained more of it and paid it out in 
very large amounts during the days im- 
mediately preceding the banking holi- 
day. However, they addressed them- 
selves to the problem of liquidity with 
the result that they were authorized to 
form two corporations, the Savings 
Banks Trust Company and the Insti- 
tutional Securities Corporation. 

The trust company acts as a bank of 
deposit for savings banks and it has an 
agreement with the Reconstruction 
Finance Corporation whereby it can 
obtain a substantial amount of funds 
in exchange for capital debentures. It 
will, in all likelihood, become a member 
of the Federal Reserve bank. 

The securities corporation has made 
arrangements for borrowing money in 
substantial amounts from the Recon- 
struction Finance Corporation, secured 
by mortgages. It purchases these mort- 
gages from any savings bank in need of 
funds, in this way liquifying the mort- 
gage account of the savings banks. 

The three steps taken by the New 
York savings banks in the interest of 
their depositors have, it is believed, 
solved the problem of solvency and 
liquidity. Ample funds can be obtained 
through the sale or pledge of assets. 
Solvency is maintained by the applica- 
tion of the insurance fund. 

We have acted in the light of experi- 
ence. What new problems we shall yet 
have to meet are of course unknown. 
We believe, however, that the founda- 
tion of the mutuals in our state has been 
materially strengthened and we can 
build upon it a banking structure that 
will be increasingly useful to the people. 


The savings banks of the states of New York and Massa- 
chusetts have been governed by wise laws and have care- 
fully selected investments. Most of them have substantial 
surplus and reserve funds. The record of losses over a long 
period of years is very small. Insurance of the mutuals is 
indeed a preferred risk and there is ample evidence that 
the funds created in each of these states for their own 
mutual savings banks will be more than adequate. 


—The Author 
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FARMERS DEPOSIT NATIONAL BANK 


OF PITTSBURGH, PENNSYLVANIA 


CAPITAL AND SURPLUS TWELVE MILLION DOLLARS 


© 


STATEMENT OF CONDITION, JUNE 30, 1934 


RESOURCES 


Cash on Hand and Due from Banks 


U. S. Government Securities.................. 


U. S. Government Securities 


(To Secure Government and Municipal Deposits) 


U. S. Government Securities 
(To Secure Circulation) 


Other Bonds and Securities................... 


Loans and Discounts 

Interest Accrued on Investments 
Bank Building 

Other Real Estate 

Overdrafts 


$14,256,653.85 
42,719,328.74 
56,975,982.59 
7,166,000.00 $64,141,982.59 


3,000,000.00 


5,887,696.60 


10,823,785.69  16,711,482.29 


437,438.85 
4,675,177.18 
13,617.54 
57.80 
$88,979,756.25 


LIABILITIES 


Demand Deposits 
Time Deposits 


U.S. Government and Municipal Deposits 


Circulation 


$37,285,232.74 
28,261,806.13 
65,547,038.87 


5,985,416.35  $71,132,455.22 


2,858,900.00 
210,269.22 


2.778,131.8 14,778,131.81 


$88,979,756.25 


DIRECTORS 


Artuur E. Braun President 


Grorce H. 
Director, Aluminum Company of America 


Georce L. Craig President, Chartiers Oil Company 
Maurice Director, National Steel Corporation 


C. Fownss, Jr. Chairman Executive 
Committee, Spang, Chalfant & Co., Inc. 


Joun G. FRAZER 
Member, Reed, Smith, Shaw & McClay, Attorneys 


CuHar.es W. FRIEND Vice President, 
Brownsville Coal & Coke Company 


James B. Haines, Jr. 
Director, National Union Fire Insurance Co. 
James E. Lewis 
President, Harbison-Walker Refractories Co. 
Sipney S. Liccetr Banker 
Wituiam L. Monro 
President, American Window Glass Company 
Frank R. 
President, Duquesne Light Company 
ANDREW W. ROBERTSON 
Chairman, Westinghouse Electric & Mfg. Co. 
WALKER 
Director, Reliance Life Insurance Company 


of experience in meeting the requirements of industry, has de- 


A 
1832 veloped in this bank complete commercial banking facilities. Inquiries are 


invited from interested executives, regardless of their geographical location. 


SPECIALIZING FOR 102 YEARS IN COMMERCIAL BANKING FOR INDUSTRY 


‘9 
Reserves for Taxes, Interest, Etc............... po 
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Plan after Plan 


CONTINUED 


Quiet Recovery 


Plan after Plan 


(CONTINUED FROM PAGE 22) 

year of life this infant economic plan 
appears to have had little effect on 
wages and hours, but it has raised 
costs, fostered monopoly, reduced con- 
sumption, diminished efficiency and 
promoted labor warfare. Not since Na- 
poleon’s retreat from Moscow has there 
been anything comparable to the 
N.R.A.’s recent behavior. The vital fact, 
however, is that all these things came 
about through administration. The 
N.I.R.A. would never have been passed 
if its operation had been foreseen. The 
plan to drive the money changers from 
the temple is another perfect illustra- 
tion. Somewhere this plan encountered 
the forces already described. 

In one economic area it is possible for 
the Government to institute radical 
regulation. That is in the field of cur- 
rency. There are special reasons for this, 
some of them historical, some economic. 
There is no single powerful economic 
group that is immediately the victim of 
monetary measures. Germany cut her 
own throat with her inflation policy, but 
no special industry felt it first. The in- 
jury was mortal, but it was diffused. 
Secondly, the effects of monetary meas- 
ures are not visible. A 30-hour week 
closes a factory in one day, while an evil 
money policy moves like a fog, unno- 
ticed until the victims are lost. And 
thirdly, money is a hopeless, technical 
problem for the mass of the people—or 
the mass of the United States Senate. 
Any monetary monstrosity can be per- 
petrated on a helpless people under a 
barrage of absurd contentions, like 
Senator Pittman’s famous statement 
that silver is the basic money of half the 
world. 

Even where there is need for radical 
regulation a careful, gradual regimenta- 
tion is the only feasible procedure. 
Where drastic regulation is applied 
through political pressure or under pre- 
text of emergency, the measures result 
in disturbance and bitterness, followed 
by evasion, nullification, amendment or 
repeal. More often than not, the meas- 
ures themselves become in the course of 
passage emasculated compromises that 
in operation are mere nuisances, unsat- 
isfactory to all parties. By all means let 
us support a Federal Government that 
will relentlessly regulate and legislate 


against abuses and that will at the same 
time institute measures in behalf of the 
victims of a harsh competitive system. 
But let us hope also for a Government 
that will know enough history and 
economics and politics to know how far 
regulation can go in a country like the 
United States. 


Quiet Recovery 


(CONTINUED FROM PAGE 17) 

be pleasant to end this discussion of the 
possibility of reopening the capital 
markets with this survey of the more 
hopeful elements of the situation. Un- 
fortunately, however, it is by no means 
possible to conclude that although 
conditions have been improved in sev- 
eral particulars, we may expect an early 
and vigorous resumption of private 
financing. 

For one thing, business wants to 
know that it is going to have a reason- 
able chance to make a profit; for an- 
other thing, it wants assurance as to 


August 1934 
the stability of the currency; and fora 
third, it wants a clearer understanding 
of the ‘‘ new deal.”’ For business finds it a 
little baffling and a little confusing that 
the Government talks of lower tariffs, 
yet depreciates its currency by the 
equivalent of a rise in the tariff of 40 
per cent; that it lays off help and re- 
duces salaries itself while at the same 
time calling upon business to reduce 
working hours and raise wages; that it 
assailed Mr. Hoover for the mere sug- 
gestion that this country might be 
forced off gold, then casually aban- 
doned the gold standard; that it urges 
bankers to lend recklessly, and then 
ties up the capital market for more 
than a year with such a measure as 
the Securities Act; and that it seeks to 
raise prices and scale down debts at 
one and the same time, thus trying to 
inflate with one hand while deflating 
with the other. 

Business men can understand a policy 
of inflation; they can understand a 
policy of deflation; and they can even 
understand the idea of economic plan- 
ning. But they are hesitant in the face 
of a policy which, as one economist has 
put it, seems to consist in “piecemeal 
and improvised action, dictated by 
successive emergencies and _ sectional 
pressure.” And herein is to be found the 
most formidable obstacle today to the 
return to normal of the capital markets. 


THE AVIATION COMMISSION 


Members of the commission which will act under the chairmanship of 

Clark Howell, editor of the Atlanta Constitution, are, besides Mr. 

Howell at the extreme left, Col. J. C. Cone, executive secretary; Albert 
J. Berres, Franklin K. Lane, Jr., and Edward P. Warner, Jr. 
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=. 
& 


AMERICAN BANKERS ASSOCIATION JOURNAL, August 1934 


IRVING 


Trust Company 
NEW YORK 


CHARTER MEMBER NEW YORK CLEARING HOUSE ASSOCIATION, OCTOBER 4, 1853 


Statement of Condition as of June 30,1934 


ASSETS 


Cash on Hand, and Due from Federal Reserve Bank and Other 

(including those pledged to secure deposits of public monies 

of $45,615,547-15) 
Call Loans and AcceptancesofOther Banks . . . . 42557,256.64 
Time Loansto Brokers . . . «© «© «© «© «© «  315170,000.00 
Stockin FederalReserve Bank. . . . . . . 3450,000.00 
State, County and Municipal Securities . . . . . . . 12,562,457-74 


First Mortgageson RealEstate. . . . 11,477,095-73 
Other RealEstate . . . . . . + © © «© « « 420,584.20 


Liability of Customers for Acceptances . . . . 7,521,167.08 
Accrued Income, Accounts Receivable,etc. . . . . . 3,667,342.28 


LIABILITIES 


8,286,604.10 


Reserve for Taxes, Interest, UnearnedIncome,etc. . . . . 1,005,573.65 


Other Liabilities. . . . 4,822,919.66 
Capital Note, due July 31, 1934 § 000,000.00 


Reserve for Contingencies . Se 8,489,048.84 
$597,404,620.56 
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BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 


MAIN OFFICES IN THE TWO RESERVE CITIES OF 


CALIFORNIA 


SAN FRANCISCO—No. 1 Powell Street LOS ANGELES—660 So. Spring Street 


Condensed Combined Statement of the Bank of America, N.T.& S. A., and 
Bank of America (a California State Bank )—Identical in Management 


Cash in Vault and in 
Federal Reserve Bank 

Due from Banks . 

Securities of the United States 
Government and Federal Agencies 

State, County and Municipal Bonds 

Other Bonds and Securities 

Stock in Federal Reserve Bank 
and Investment in Federal Deposit 
Insurance Corporation . 

Loans and Discounts 

Accrued Interest and Accounts 
Receivable . 

*Bank Premises, 
and Safe Deposit Vaults 

Other Real Estate Owned . 

Customers’ Liability on Account of 
Letters of Credit, Acceptances and 
Endorsed Bills 

Other Resources . 


Total Resources . 


Capital . 
Surplus. . 
Undivided Profits 


Reserves 

Reserve for Quarterly Dividend 
payable July 2, 1934. 

Circulation . . . < * 

Rediscounts and Bills Payable. 

Liability for Letters of Credit and as 
Acceptor, Endorser or Maker on 
Acceptances and Foreign Bills . 

{Commercial . 
Deposits { Savings 
Total Liabilities . 


JUNE 30, 1934 


RESOURCES 


Bank of America Bank of America 
5. A. A California State Bank 


$ 40,083,593.73 $ 1,965,958.61 


48,783,652.86 


287,736,905.43 
96,823,050.87 
20,381,570.49 


18,561,370.80 
11,057,413.53 
3,673,423.83 


3,508,402.49 
455,414,297.62 


72,560.33 
20,411,698.66 
9,556,368.67 18,086.46 


35,758,031.44 
9,437,694.75 


2,318,402.65 
554,516.38 


13,208,655.23 
1,375,273.34 


$1,022,067,496.92 


6,300.00 
54,447.46 


$69, 309,385.88 


LIABILITIES 


$ 50,000,000.00 
30,000,000.00 
16,400,632.29 


2,745,557.05 


$4,000,000.00 
1,000,000.00 
647,855.50 


330,886.45 


1,000,000.00 
45,133,200.00 
None 


25,000.00 
None 
None 


14,083,831.08 
204,925,682.07 
657,778,594.43 


$1,022,067,496.92 


6,300.00 
15,690,938.63 


$69, 309,385.88 


10,615,207.17 


47,608,405.30 


COMBINED 


$101,448,412.37 


438,233,734.95 
3,580,962.82 
475,825,996.28 
9,574,455.13 
38,076,434.09 


9,992,211.13 


13,214,955.23 
1,429,720.80 


$1,091,376,882.80 


$102,048,487.79 
3,076,443.50 


1,025,000.00 
45,133,200.00 
None 


14,090,131.08 


926,003,620.43 


$1,091,376,882.80 


This statement includes the figures of the London, England, banking office of Bank of America,N.T.&S.A. 
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HE president of a bank for whose 

new building we were making pre- 

liminary sketches warned us at the 
outset that “It is from the public, our 
customers, that we make our money 
here, so we want the public to have the 
best of accommodations in this new 
building. The employees just work here, 
so they’ll have to get along with what 
is left.” 

That president was a bit biased. It 
happens that he was a good merchan- 
diser and well understood the impor- 
tance of his public, but he was perhaps 
somewhat weak on management and 
underestimated the importance of his 
employees. 

It usually costs the banker little in 
money (although it probably costs the 
architect a good deal of planning time) 
to provide adequate accommodations 
and a pleasant atmosphere for the work- 
ing force. Getting working efficiency 
into the bank plan is usually not a mat- 
ter of providing something additional, 
but rather a matter of properly arrang- 
ing that which you had already deter- 
mined to provide. Usually this pays in 
efficiency, accuracy and possibly even 
in increased loyalty. It isn’t difficult to 
increase the working force’s efficiency 
by at least 10 per cent. And 10 per cent 
of even the small bank’s payroll begins 
to look like the interest earned on a hun- 
dred thousand dollars. 

The banker will do well to examine 
his architect’s proposed plans with an 
eye toward the factors affecting the 
efficiency of his new bank as a work- 
shop. The factors cannot well be 


ARCHITECTURAL RECORD 


summed up and put into the form of a 
“checking list’”’, nor is this necessary, 
either, for every banker has an individ- 
ual operating problem. A general dis- 
cussion, however, will reveal the method 
of approaching the problem. From there 
on it is just the application of fore- 
thought and common sense. 

Perhaps the first place to look for in- 
efficiency is in useless footsteps. These 
can enter in countless ways—the signa- 
ture card file inconveniently placed, the 
discount window too far from the ap- 
propriate officer, the transit desk in an 
isolated corner, the bookkeepers not 
well connected with the tellers. In ap- 
praising this factor it might be well to 
bear in mind that if an employee is need- 
lessly required to walk 30 feet twice 
an hour, it amounts to 50 miles a year. 


Office 
Health 


By TILGHMAN H. MOYER 


The author is a bank 
architect and engineer 


A bank building can be considered a 
factory in which a certain number of 
people have certain manual labor to per- 
form on physical things—they carry 
and count money, they write in books, 
pieces of paper are handed from one to 
another, objects are put into vaults and 
taken out and so on. Stop some day and 
watch your bank for five minutes and 
you will be amazed at the vast amount 
of sheer physical moving on the part of 
your employees. For people who are 
thought to work exclusively with their 
heads, they do a great deal of moving. 
Much of it is necessary; again, much of 
it is simple waste. First in planning the 
bank building for an efficient working 
force, route these necessary footsteps 
and movements to a minimum. Often 
only small rearrangements of plan are 


FOOTSTEPS: “Perhaps the first place to 
look for inefficiency is in useless foot- 
steps... you will be amazed at the 
amount of sheer physical moving on 
the part of your employees.” 


LIGHT: “Light, in adequate amounts and 
intelligently placed, is another of the 
efficiency factors. This one can always 
be controlled. Whenever it is not, the 
bank loses.” 
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NOISE: **... one can get used to noise. 
But even when used to it, the distrac- 
tion is still there, and in an unmeas- 
urable yet positive manner it puts the 


brakes on the worker.”’ 


AIR-CONDITIONING: desirability 
of truly and precisely conditioned air 
—air of the right temperature and 
with the right moisture content—is 


hardly debatable.”’ 


required to give the sequence of opera- 
tions a much smoother flow. 

Poorly shaped rooms and floor spaces 
are another source of annoyance to the 
working force, with a consequent slow- 
ing up. A teller’s cage or a posting room 
may have sufficient area, yet be of an 
unhandy shape requiring, as a tennis 
enthusiast in a posting room once put 
it, “too many backhand strokes”. Ma- 
chines, files, hand operated books and 
other equipment need not be arbitra- 
rily placed in forced locations if the 
plan is good; they will fall each into its 
natural place so that all things are ready 
to the hand of the user. 

Light, in adequate amount and in- 
telligently placed, is another of the effi- 
ciency factors. This one can always be 
controlled. Whenever it is not, the bank 
loses. Daylight is still considered the 
best light for people—except by some of 
the ardent enthusiasts of the newer 
schools. Your daylight can always be 
reinforced with artificial lights located 
so as to correct whatever deficiency the 
daylight may have. Accurate foot 
candle meters to measure the strength 
of your illumination are now available 
in simple form, and in a half hour they 
will tell you all you want to know about 
this factor in your working quarters. It 
is not safe to trust to the eye in making 
a survey of light conditions; for your 
eye will almost surely be satisfied with 
too little light. Eyes have the trick of 
trying to adjust themselves to the cir- 
cumstances; you would not be aware of 
any strain unless you kept the adjust- 
ment up for a longer period than that 
spent on your survey. 

Closely associated with the lighting 
factor is the choice of colors for the 
walls and ceilings of your work spaces. 
In hue, colors can be quieting or they 
can be exciting; in depth of tint they 
can either reflect or absorb light. This 
is not a matter to toss aside as of little 


importance. More than once in our prac- 
tice, we have saved a bank what they 
had thought to be a necessary altera- 
tion to acquire more light in their 
quarters, and we did it by the simple ex- 
pedient of redecorating their walls to 
change the objectionable colors that 
were causing the annoyance. 

Following in the same general cate- 
gory of mental hurdles that your em- 
ployees must keep jumping is the one of 
noise. As with eye strain, one can get 
used to noise. But even when used to it, 
the distraction is still there, and in an 
unmeasurable yet positive manner it 
puts the brakes on the worker. By the 
arrangement of the floor plan, sound in- 
sulation may be provided in a measure, 
but in a small measure only. Its full 
measure is accomplished by the simple 
process of reducing the square footage of 
sound reflecting surfaces in the room. 
This may be done by hanging draperies 
over the hard surfaces represented by 
the glass, or by putting rugs or carpet 
upon the reflecting area of the floor, or 
by placing an absorbent plaster or tile 


upon the resonant wall and ceiling 
areas. The sound absorbing or deaden- 
ing abilities of the various materials 
differ, and their qualifications are tested 
and known. Any desired degree of dead- 
ening can be given to a room by correct- 
ing the required amount of surface. 

Of course, no discussion of comfort 
and efficiency can ignore that old friend 
with the new name, air-conditioning, 
The desirability of truly and precisely 
conditioned air—air of the right tem- 
perature and with the right moisture 
content—is hardly debatable. Any of us 
who have experienced it in a building 
will probably concede that. The rub is 
that to produce such a truly conditioned 
air one must pay a considerable price. 
From the standpoint of economical op- 
eration only, that price may not be 
justified. There are a number of low cost 
ways of producing “almost condi- 
tioned”’ air, but their efficiency is open 
to argument. The conscientious archi- 
tect is somewhat embarrassed when- 
ever this decision is left flatly to him by 
the owner. The dollars-and-cents proof 
of the value of the investment is so very 
difficult to establish, while the satisfac- 
tion value is so easy. 

Finally, there is another aspect which 
the bank president whose remarks in- 
spired this article perhaps overlooked 
when he said that ‘the employees will 
just have to get along with what is left.” 
It has to do with efficiency too—at least 
it has to do with effectiveness. To what 
degree no one can tell, but probably it is 
in no small degree that the attitude of a 
bank’s working force toward that bank 
makes for its success. In their many con- 
tacts with customers and with their 
acquaintances, they cannot help but 
reveal their feeling toward the bank. 


? 
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THE NATIONAL CITY BANK 


OF NEW YORK 


Head Office: Ke Capital, Surplus 
Fifty-five Wall Street ep a and Undivided Profits 
New York $165,518,665.52 


Condensed Statement of Condition as of June 30, 1934 


INCLUDING DOMESTIC AND FOREIGN BRANCHES 


ASSETS 
Cash and Due from Banks and Bankers 
United States Government Bonds and Certificates 
Notes of Reconstruction Finance Corporation—Due January 10, 1935. . 
Other Securities Guaranteed by U.S. Government 
as to Interest and/or Principal 
State and Municipal Bonds 
Other Bonds and Securities 
Loans, Discounts and Bankers’ Acceptances 
Customers’ Liability Account of Acceptances. 
Stock in Federal Reserve Bank 
Ownership of International Banking Corporation 
Bank Premises 


$358,390,001.22 
304,630,848.71 
49,093,000.00 


45141,271.84 
69,002,844.92 
52,3745961.84 

490,366,962.60 
$95284,049.95 
6,600,000.00 

8 ,000,000.00 
55,623,996.47 

3,928,922.73 


5,482,641.72 


$1 ,466,919,502.00 


Capital 
Preferred $50,000,000.00 
77 500,000.00 
Surplus 30,000,000.00 
Undivided Profits 8,018,665.52 
Reserves for: 
Unearned Discount and Other Unearned Income 
Interest, Taxes and Other Accrued Expenses 
Dividends 
Preferred—to August 1, 1934 
Common—to August I, 1934 
Liability as Acceptor, Endorser or Maker on Acceptances and Bills... . 
Deposits 


$165,518,665.52 
1,977;029-29 
45336,984.96 


1,086,356.67 
2,066,666.67 
65,297,111.62 


1,226,636,687.27 


Figures of Foreign Branches are as of June 25, 1934 


| 
| 
| 
| 
| 
| 
| 
| 
| 
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OU ARE INVITED 
TO ATTEND 


THE IQ" 


Annual Convention 


OF THE FINANCIAL 
ADVERTISERS 


ASSOCIATION 
at Buffalo, September 10-13 


No event of the year is more vitally essen- 
tial to a better understanding of financial 
advertising in all its phases . . . than this 
public forum . . . on subjects of timely 
interest to bankers, brokers and others 


engaged in the broad field of finance. 


The program has been so planned as to 
afford all who attend, the opportunity to 


Cfror reservations and further information write to PRESTON E. REED 


benefit by a valuable interchange of ideas 
relating to financial advertising, merchan- 
dising and selling, public and customer 
relations. It is original, unique and com- 
prehensive .. . built as an editor would 
build an informative, instructive publica- 
tion . . . designed to present in logical 
sequence ALL the facts which must be 


known— 


TO MEET THE PUBLIC’S DEMAND 
FOR FINANCIAL INFORMATION 


HOW this can best be accomplished will 
be explained in illuminating talks by men 
prominent in business, commerce, and 
finance. Four general sessions and eight 
departmental sessions are to be held during 
theconvention, followed by ageneral review 
that will be both analytical and interpre- 
tive. The primary purpose of the conven- 
tion is to disseminate specific information 
of genuine, practical, constructive value 


...to make attendance truly worth while. 


Executive Secretary 


231 SourH La Saute Street, Cuicaco 


This advertisement designed and written by ALBERT FRANK-GUENTHER LAW, INC. Advertising 


New York Chicago Boston Philadelphia 


San Francisco 
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The Housing Plan 


(CONTINUED FROM PAGE 33) 

the plan or not. They expect to induce 
the makers of building materials to re- 
duce prices by from 10 to 15 per cent 
on the ground that they can maintain 
reasonable profits by an increase in the 
volume of business, and the lumber 
trade has responded to the urge by a 
cut of 10 per cent in prices. 

Federal authorities also hope and 
expect to secure a reduction in labor 
costs by arranging to give labor con- 
tinuous employment at lower rates in 
place of the present irregular employ- 
ment at high rates. This plan neces- 
sarily involves local agreements be- 
tween labor and contractors and local 
committees. Whether such agreements 
are possible in view of the intransigent 
attitude of unions in the building trades 
evidenced by strikes all over the coun- 
try is somewhat uncertain. It is realized 
that this matter of labor costs lies close 
to the heart of the whole repair and re- 
conditioning campaign. Unless costs 
can be brought down the volume of con- 
struction work developed by the cam- 
paign will be seriously limited. 

In this and in most other respects 
the work of the local committees in 
charge of the modernizing campaign in 
cooperation with the banks and other 
lending agencies is likely to be the de- 
cisive factor. Taxes also must be con- 
sidered since any additions or improve- 
ments in dwellings and other buildings 
which may increase an already over- 
whelming tax burden will be avoided by 
most property owners. All these ob- 
stacles are admittedly serious. On the 


Small Homes 


Albert L. Deane will direct home ren- 
ovation in the housing program 


other hand it is evident that in most 
parts of the country rents cannot be 
brought back to a more normal level or 
thousands of vacant properties be put to 
use without a tremendous program of 
repair and reconditioning. If prices can 
be held to anything like a reasonable 
level a vast amount of house repair and 
modernizing is inevitable. The alterna- 
tive is costly deterioration. 


From the banking standpoint the 
volume of these loans is likely to depend 
largely upon their bankable qualities. 
They have none of the liquid or other 
advantages of short term commercial 
paper and probably must be classified 
in the long term category superimposed, 
in theory, against time deposits, al- 
though the law removes the loans from 
the limitations of real estate loans in the 
general banking laws. It becomes a 
question of how large a volume of such 
loans a bank can carry consistent with 
maturities of loans in other lines. How- 
ever good a loan may be there are times 
when a bank cannot handle it safely 
and properly because of an accumula- 
tion of other paper of the same matur- 
ity. The fact that all these repair and 
reconditioning loans are to be repaid in 
monthly instalments modifies this con- 
dition somewhat and may offer a way 
out of maturity difficulties. 

It is evident that the success of the 
repair and modernization campaign 
will depend very largely upon commer- 
cial banks. There are thousands of 
communities in which the local bank is 
the only lending institution. In many 
states laws governing building and loan 
associations prohibit these institutions 
from lending except on mortgage, and 
there are similar restrictions in some 
states upon savings banks. The nature 
of the loans is not adaptable to the busi- 
ness of most mortgage loan companies 
and similar institutions, especially 
those whose principal business is in the 
nature of a brokerage business in real 
estate loans. Doubtless some of these 
obstacles can be overcome under pres- 
sure, but the fact remains that com- 
mercial banks are best in a position to 
afford the service required. 


| BUILDING CONSTRUCTION | 


BILLION 
OOLLARS 


| 


In reference to this building chart, the Cleveland Trust Bulletin says “the 
solid line shows the amounts of money spent in this country for new 
building construction each year from 1921 through 1933, as indicated by 
the available permit figures adjusted to conform to the Census counts of 
dwellings. . . . In the lower part of the diagram the shaded area repre- 
sents the portion of the expenditures that went into one-family houses.” 

The Bulletin states that the housing act’s “greatest shortcoming lies in 
the fact that it is mainly designed to promote the construction of one- 
family homes . . . they normally constitute in this country only a small 
part of the new building that is undertaken.” 2 


ONE FAMILY Y aS 


CLEVELAND TRUST BULLETIN 


Group Insurance in Banks 


By RALEIGH E. ROSS 


ROUP insurance in banks is of two 
kinds: non-contributory, where 
the bank pays all the premiums, 

and contributory, where premiums are 
paid by the bank and the employees 
jointly. 

One large insurance company with 
considerable experience in this special- 
ized field has made a study of group life 
insurance claims. This survey has 
shown that in 43 per cent of these cases 
the insured had no other insurance. An 
additional 34 per cent had a small 
amount, barely sufficient to meet final 
bills. 

Further statistics indicate that in the 
average group 16 per cent, because of 
physical impairment or advanced age, 
would be unable to obtain any form of 
individual insurance. Under the group 
plan these employees are protected 
because physical examinations are not 
required. 

Many bankers might be interested in 
asking others: “What has been your 
experience with group life insurance?” 
The information which follows has been 
gleaned largely from replies to that 
query, sent to bankers in all sections of 
the country. 

Said an executive of a large bank in 
the Middlewest: “Our group insurance 
includes both the non-contributory and 
the contributory plan. Under the 
former an employee must have been 
with us at least a year before he gets any 
‘free insurance,’ as we call it.” 

He explained that after the proba- 
tionary period the amounts available 
were as follows: one year and less than 
two years in service, $500; two years 
and less than three years in service, 
$1,000. The amount increases $500 for 
each additional year to a maximum of 
$5,000. 

“This plan has been in effect for 15 
years with us,” said the executive. 
“Today the number of lives insured 
under it are 2,437. During the 15 years 
87 of the employees have died and their 
beneficiaries have been paid $358,737.” 
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In addition, this bank has contrib- 
utory group life insurance available to 
any employee as soon as he enters the 
bank. The amounts range from $500 for 
employees earning less than $1,200 to 
$5,000 for those earning $4,500 or more. 

It is significant that while this protec- 
tion is not compulsory, 97 per cent of 
the employees are carrying it. Since 
this second plan was established in 
February, 1927, there have been 42 
deaths and claims of $122,000. 

Inasmuch as life insurance premiums 
are based on ages, each bank or busi- 
ness organization presents a slightly 
different setup. In giving a rough 
estimate of the monthly cost of the 
insurance per $1,000, it is customary to 
use the figure “85 cents”. Of this amount 
the employee may pay 60 cents (de- 
ducted from his pay envelope each 
month) and the bank 25 cents. The 
bank’s contribution may be still further 
reduced by dividends. 


OTHER BANK PLANS 


TO get to our individual bank cases— 
here is a bank on the Pacific Coast 
which introduced a non-contributory 
plan for its 418 employees in December, 
1915. The amount of the insurance is 
for one year’s salary to the next higher 
$100 with a maximum of $3,000. There 
have been 18 claims totalling $36,700. 

This bank also has a contributory 
plan, based on earnings, to which all 
employees are eligible after 60 days’ 
service. The low limit of coverage is 
$1,000 and the maximum $7,000. The 
number availing themselves of this 
protection is 403, about 96 per cent of 
those eligible. In the nine years it has 
been in operation, there have been 
seven claims totalling $26,500. 

An eastern bank established this 
non-contributory plan in 1924: $500, 
increasing to $750 on the second anni- 
versary of employment, with increases 
of $250 for each year of service there- 
after, to a maximum of $6,000. The 
amount of insurance to an employee is 


not to exceed the annual earnings to the 
next higher multiple of $100. All em- 
ployees retired on pension are continued 
for the same amount as in force at the 
time of retirement. The number of lives 
insured was 833, and there have been 35 
claims amounting to $44,650. 

A southern bank in 1926 offered the 
following contributory plan, open to 
employees of three months or longer. 
President of the bank and president of 
the subsidiary bank, vice-presidents, 
assistant vice-presidents, cashiers, as- 
sistant cashiers, and comptroller eli- 
gible as follows: Those earning less 
than $4,500 yearly, $7,000; those earn- 
ing $4,500 and over, yearly, $10,000. 
All other employees were eligible for 
amounts ranging from $1,500 to $5,000. 
The number of lives insured was 186. 
Four claims, totalling $8,000, have 
been paid. 

A far western bank, instead of basing 
the amount of protection (non-con- 
tributory) given to its employees on 
length of service or salary, considers 
only their matrimonial status. Married 
employees get $3,000, single employees, 
widows, widowers and divorcees $1,000. 
Since this plan was introduced in 1919, 
with 142 insured, there have been 16 
claims totalling $40,000. 

Group life insurance in banks now has 
three related phases—group accident 
and health, group accidental-death and 
dismemberment, group annuities. 

One middlewestern bank’s accidental 
death and dismemberment plan for its 
employees on the contributory basis 
provided coverage ranging from $1,500 
to $5,000. In the year and a half since 
this plan was started, three of the 91 
employees insured have been injured or 
killed. The amount of these claims was 
$7,700. 

Banks desiring to provide a method 
for pensioning employees, yet not wish- 
ing to undertake the clerical work and 
the investment responsibility involved, 
find in a group annuity plan an accept- 
able answer to their requirements. 
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FOR LOAN 
AND DISCOUNT PLAN | 


] This ledger shows a sepa- 

rate balance for maker 

FORM 4 

0 LAITY (direct) and endorser (in- 
1 direct) liability. 


a OF CREDIT NAME 0 J SMITH On this ledger only direct 
liability is posted and an- 
other sheet is used for 

indirect liability. 


D J SMITH rate balances (endorser, 
time secured, time un- 
secured, demand secured, 
demand unsecured) and a 
combined balance of all. 


476 SMITH 9 
47.91) HENRY FRENCH 3 Here the ledger has 5 sepa- 


RB WiLL taus Sheet No. Under these or any other loan 
Address 2846 TURNER AVE, and discount posting plans, a 
BURROUGHSVILLE, MICH Burroughs posts all records 


ENDORSER On GOULATERAL neatly, economically and accu- 


rately. 
WILLE 
FORM 
3 LIABILITY LEDGER 
NAME THE ARNOLD CO 


ADDRESS 486 LIGHT BLOG. 


THE ARNOLD CO 
THE ARNOLD CO 
THE ARNOLD CO 
THE ARNOLO CO 

JANES SMITH : 15,635.78 


Liability ledgers of three different loan and discount posting 
plans are illustrated. Each was posted completely, including 
all typewritten description, on a Burroughs Loan and Dis- 
count Machine. No matter what posting plan you are using, 
there is a Burroughs that exactly fits the work and will post 
all records neatly, accurately and economically. Special 
Discount Machine Burroughs features speed up and simplify the posting. 


Burroughs Loan and 


Call our nearest office for details 


4 
B Yr O Ss BURROUGHS ADDING MACHINE CoO. 
DETROIT, MICHIGAN 


39 
| 
| | £8216 | RE 
| 
| 
| | 
| 98/7 
| | 1.55/7 
| | | | 
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MONARCH 


FIRE INSURANCE 
COMPANY 


CLEVELAND, OHIO 


announces the amalgamation of 
its Main Office with the under- 
writing, statistical and clerical 
departments of the United States 
branch of the Pearl Assurance 
Co., Ltd., of London, England, 
and the Main Office of the 
Eureka-Security Fire & Marine 
Insurance Co., with general 


headquarters at 


4300 EUCLID AVENUE 
CLEVELAND, OHIO 


This plan is effected in order to 
take advantage of the central 
location and convenience of 
Cleveland as a national head- 
quarters, and also in the inter- 
ests of closer cooperation be- 


tween these Companies. 


RALPH RAWLINGS 
President 


July 1,1934 


PEARL 


ASSURANCE 
COMPANY, LTD., 


OF 


LONDON, ENGLAND 


. announces the re- 
moval of the underwriting, 
statistical and clerical de- 
partments of its United 


States branch to 


4300 EUCLID AVENUE 
CLEVELAND, OHIO 


in connection with the 
Main Office of the Eureka- 
Security Fire & Marine 
Insurance Company, re- 
cently purchased by us, 
and with the Main Office 
of the Monarch Fire Insur- 


ance Company. 


Our executive and broker- 
age departments will con- 
tinue at 80 John Street, 
New York City. 


C. $. CONKLIN 


Manager for the 
United States Branch 


July 1,1934 


EUREKA- 
SECURITY 


FIRE & MARINE 
INSURANCE 
COMPANY 


announces the removal of its 
Main Office from 22 Garfield 
Place, Cincinnati, Ohio, to 


4300 EUCLID AVENUE 
CLEVELAND, OHIO 


This transfer, following the acqui- 
sition of the Eureka-Security by 
the Pearl Assurance Co., Ltd., of 
London, England, combines our 
Main Office with the under- 
writing, statistical and clerical 
departments of the United States 
branch of the Pearl, and with 
the Main Office of the Mon- 
arch Fire Insurance Co. of 


Cleveland. 


The Home Office of our com- 
pany will continue to occupy 
our quarters at 22 Garfield 


Place, Cincinnati. 


B. GATES DAWES 
President 
July 1,1934 


60 
Wy 
EUREKA-SECURITY 
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Insurance Fund 


Withdrawals 


ITHDRAWAL of 21 commercial 

banks and 167 mutual savings 
banks from the temporary insurance 
fund as of the close of business June 30, 
1934, was reported by Leo T. Crowley, 
chairman of the Federal Deposit Insur- 
ance Corporation. 

Of the mutuals, 133 were New York 
State banks which have formed their 
own deposit insurance fund. The com- 
mercial banks that withdrew had aggre- 
gate deposits of $24,667,587 which the 
corporation said was 0.22 per cent of 
the approximately $11,000,000,000 on 
deposit in all insured non-member state 
banks as of June 30. 

The withdrawing banks were distrib- 
uted among the states as follows: New 
York, 133 mutual savings; Maine, 14 
mutuals; Maryland, 11 mutuals and 
two commercial banks; Pennsylvania, 
five mutuals and one commercial; Mich- 
igan, four commercials; Iowa, three 
commercials; Wisconsin, three commer- 
cials; New Jersey, two mutuals; Dela- 
ware, two mutuals; Kentucky, two 
commercials; Minnesota, two commer- 
cials; Nebraska, two commercials; 
North Carolina, one commercial; Texas, 
one commercial. 

The amount of protection afforded by 
the fund per depositor was increased 
from $2,500 to $5,000 on July 1. 


Leo T. Crowley 


In Wisconsin, 8 out of every 

10 banks are correspondents 

of the First Wisconsin National Bank, Milwaukee. This 
fact holds special interest for other banks and business 
corporations requiring a banking connection which offers 
state-wide contacts in Wisconsin. 

The First Wisconsin is the largest bank in this state, and 
one of the oldest. Founded 1853. Resources exceed 180 
million dollars. We shall be glad to send you a copy 


of our June 30, 1934, statement of condition. 


Your inquiries are invited. 


FIRST WISCONSIN 
NATIONAL BANK 


OF MILWAUKEE 


Unit of Wisconsin Bankshares Group 
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CONDENSED STATEMENT OF CONDITION 


June 25, 1934 


Che 


Cleveland 
Crust Company 


Located at Euclid Avenue and East 9th Street and in 
Community Centers throughout Greater Cleveland and nearby 


Assets 

Cash on Hand and in Banks 

United States Government Bonds and Cer- 
tificates and Home Owners Loan 7 
Bonds 

State, Municipal ory Other — ont In- 
vestments, including Stock in Federal 
Reserve Bank, less Reserves 

Loans, Discounts and Advances, less iain 

Banking Houses and Other Real Estate 

Interest and Earnings Accrued and Other 
Resources, including Advance for De- 
posit Insurance 


Customers’ Liability on Acceprances 
cuted by this Bank o- 6 


Total 


Liabilities 


Capital Notes . $15,000,000.00 


(Subordinated to Deposits and other 
Liabilities) 


Capital Stock . 
Surplus and Undivided 
Profits 


13,800,000.00 
2,994,530.27 


Reserve for Taxes, Interest, etc. 


DEPOSITS 
Demand . 
Time . 
Cash Balances of Estates 
and Corporate Trust De- 
partments (Preferred) . 


$95,148,760.26 
143,965,725.96 


10,359,828.11 


Other Liabilities . 
Acceptances Executed for 


$285,396.052.1 


$44,573,190.17 


49,282,488.53 


19,599,434.49 
155,212;550.37 
12,204,532.95 
4,474,467.35 


49,388.29 


15 


$31,794,530.27 
3,300,903.89 


$249,474,314.33 
776,915.37 


49,388.29 


Member Cleveland 


Federal Reserve System See Clearing House Association 


Municipal 


Credit 


Bien high prices of municipal bonds 
cannot be attributed entirely to the 
cheapness of money and the absence of 
competition from corporation issues, in 
the opinion of Frank H. Morse, head 
of the municipal bond department of 
Lehman Brothers. 

“Tn explaining this trend,” said Mr. 
Morse, “it is necessary to go behind 
these general market conditions. There 
are signs of an increasing confidence in 
the ability of municipalities to improve 
their credit position. This confidence 
is being justified by the forward steps 
taken by municipalities during the past 
months. There is evidence to sustain 
the fact that there has been a trend 
toward real economy in government. 


IN NEW YORK 
“FOR instance, in New York State 
the recently enacted economy bill is 
enabling New York City to pare its 
governmental costs. This example has 
been duplicated in other states. The 
improvement in tax collections has been 
real. Undoubtedly, the national ‘Pay 
Your Taxes’ campaign sponsored by 
the National Municipal League has 
had a definite effect in spurring the 
taxpayer to greater efforts. In this con- 
nection the funds made available by 
the Home Owners Loan Corporation 
have also affected favorably the collec- 
tion of delinquent taxes. Legislation 
providing for tax receiverships, reduc- 
ing the period of tax lien redemption 
and increasing penalties for tax delin- 
quencies have also been of material aid. 

“Tt is to be hoped that municipal 
officials faced with the easing of the 
municipal credit situation and the re- 
sultant ability to borrow at more 
favorable rates will not again be 
tempted to return to the outworn 
methods of administration that have 
been responsible for the sad experiences 
through which many of our municipal- 
ities are still passing.” 

The volume of new security offerings 
in the municipal category this year is 
running well ahead of 1933. Up to the 
middle of July the weekly average for 
1934, as compiled by the Daily Bond 
Buyer, was $21,746,470 compared with 
$13,346,514 for the same period of last 
year. There have been several large 
state offerings so far in 1934. 
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Gains in Working Capital 


FINANCIAL analysis of 321 large 

industrial corporations, prepared 
for the 1934 edition of Moody’s Indus- 
trial Manual, shows that throughout 
the depression these companies con- 
sistently improved their cash positions 
in relation to total current assets. All 
industrial corporations for which com- 
parable data are available back to 1926 
are included in the study. 

From 1929 through 1933, cash and 
marketable securities of the companies, 
exclusive of cash in closed banks, de- 
creased from $3,026,000,000 to $2,644,- 
000,000, or 12.6 per cent. At the same 


time, notes and accounts receivable fell | 


from $2,256,000,000 to $1,417,000,000, 


or 37.2 per cent, while inventories de- | 
clined from $4,784,000,000 to $3,388,- | 


000,000, or 29.2 per cent. 
“The net result was,” 
summary of the study, 


tories to total current assets, however, 


exhibited only a mild decline, falling | 
from 47 per cent to 45.31 per cent. Total | 


current liabilities declined from $2,088,- 


000,000 in 1929 to $1,301,000,000 last | 
year, a drop of 37.7 per cent. The ‘cur- | 
rent ratio,’ that is, the ratio of current | 
assets to current liabilities, rose from | 


4.87 in 1929 to 5.75 in 1933.” 
The total bonded debt of the corpora- 


tions covered in the study reached a | 
peak in 1928 at $2,774,000,000. It de- | 
clined consistently to $2,156,000,000 in | 


1933, a drop of 22.3 per cent. 


Comparative Movements of Long Term | 


Investment Yields and Bill Rates Since 


1928 (Moody’s data for corporation | 


bonds) 


PLR CENT 


CORPORATE} 
Baa BONDS; 


FEDERAL RESERVE BANK OF NEW YORK 


points out a | 
“that in relation | 
to total current assets cash rose from | 
29.73 per cent to 35.36 per cent and re- | 
ceivables fell from 22.16 per cent to | 
18.95 per cent. The percentage of inven- | 


“In 1933,” says Moody’s, “‘a reversal 
of trends in effect since 1929 was evi- 
dent in most items.” 

Moody’s also expresses this opinion: 

“The exceptionally strong cash posi- 
tion which our large corporations have 
been able to maintain in spite of the de- 
pression and in spite of the numerous 
bank closings last year reveals the ex- 
tent to which industry has become inde- 
pendent of the banking system. This 


trend has been in evidence for some 
years past. It furnishes a partial expla- 
nation of why bank loans have failed to 
increase in the past year despite the 
sharp rise in industrial activity. It also 
indicates that the act providing for di- 
rect loans to industry will affect pri- 
marily the smaller companies, as the 
large corporations are apparently quite 
adequately provided with working capi- 
tal.” 


AUTOMOBILE 
ACCIDENTS! 


However careful himself, no car owner can be sure another 
man’s careless or reckless driving will not involve them both. 


The wise man will have the Ace Card of Maryland automobile 
protection ready to play anywhere, at any time, in case of an 


accident. 


Every holder of a Maryland automobile insurance policy gets a 


Maryland Automobile Service Card. 
Maryland’s “10,000 agents everywhere” . 
helpful in the confusion and excitement of the moment. 


It is an introduction to 
. the one thing most 
At in- 


stant command are a Maryland agent and claim man anxious to 
protect the insured’s interests; who know what to do and what 


to say.. 


. authorized to post bond if authorities insist on hold- 
ing person or machine. 


In short, here is all the trained backing of a great company whose 
satisfying performance over 36 years is measured by more than 


$282,000,000 paid in claims. 


SILLIMAN EVANS - President « 


Ask for Maryland Protection. 


F.HIGHLANDS BURNS- Chairman of the Board 
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Small Trusts 


To the JouRNAL: 
WONDER whether other trust offi- 
cers would be interested in what we 
are doing to develop a new market 
for trust service. 

Today nearly everybody has a check- 
ing or savings account; investing has 
been popularized; life insurance has 
reached vast proportions. But where is 


trust service for the many instead of the 
few—trust service, literally, for every- 
body? 

Every trust officer knows that the old 
style small estate or trust is unprofitable. 
Trust new business departments con- 
centrate on prospects known to have 
acquired substantial means. 

Thus trust service today is mainly for 


1863 


1934 


seventy years 
of conservative experience 
under varying economic con- 
ditions, this bank has had 
continuing relations with 
correspondent banks in every 
section of the country. 


For nearly thirty years the 
Banks and Bankers Division 
has been the point of contact 
through which world-wide 
facilities have been available 
to correspondents. 


The First National 
Bank of Chicago 


Charter Number Eight 


a man’s later years—or for his heirs. 
But why shouldn’t it also serve the 
individual from the moment he ac- 
quires earning power—at a small but 
long-enduring, stable profit? 

Before they were hurt by the depres- 
sion, investment trusts gathered hun- 
dreds of millions through small-unit 
sales. Savings banks reach the popular 
market, but put a limit on deposits just 
when individuals really get started at 
estate building. What is the present 
intensive selling of retirement annuities 
by life insurance companies but an at- 
tack on a possible field of trust service? 

How can trust companies profitably 
tap this small-unit, large-volume mar- 
ket which others are so successfully 
reaching? 

If trust investing is the heart of trus- 
teeship, the problem must be attacked 
from the investment angle, and that is 
what we have done. We start with con- 
servatism. We know here in New York 
that the investments which have best 
stood the test of time are those in which 
life insurance companies, mutual savings 
banks and trustees are permitted to in- 
vest. We have therefore set up the same 
restrictions. 

To provide immediate investment of 
additions to the trusts and of income, 
and to provide liquidity for those with- 
drawing, we have set up a combined 
fund with the investment restrictions 
aforementioned. This fund is revalued 
monthly, so that additions and with- 
drawals can be made 12 times a year, 
and income can start each month. All of 
the income from this fund, less only the 
trustee’s service fees, belongs to the 
makers of the trusts in direct proportion 
to their share in the combined fund.. 

Here, I believe, we are at the heart of 
what is needed to make small trusts 
practicable of operation, profitable to 
the trust company and attractive to the 
public. Participation in the combined 
fund is measured not in terms of dollars, 
but of units, which are kept within a 
close range of $10. Thus almost any one 
who can save can start a true trust 
fund. 

The full significance of such a com- 
bined fund measured in terms of units 
and not of dollars cannot be covered in 
a letter. But the net result is this: It can- 
not fail through a “run” on the part of 
those participating in the fund, with 
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the first comers getting payment in full 
and the late comers being left with only 
what can be salvaged at the end of a 
long and expensive receivership. 

Now consider the possibilities: Sup- 
pose a man wants to accumulate capital 
safely and conservatively for what- 
ever purpose—from the fairly immedi- 
ate purchase of a house to an ultimate 
old-age retirement estate. Each month 
he can add as little as $10 to a trust fund 
started with a nominal initial sum. His 
participation in the combined fund is 
accomplished by a trust bookkeeping 
entry as simple as that involved in his 
checking account. No certificates of any 
kind are issued or dealt in. 

How infinitely better off the average 
investor would be to use such a trust 
fund, knowing that only the most con- 
servative securities were in his trust, 
and that these were broadly diversified, 
highly marketable and constantly super- 
vised; knowing that a trustee was in- 
vesting for him instead of some one in 
the money-gathering business selling to 
him at an underwriting profit; knowing 
that all his trust fund earned, less only 
trust operating costs, went to him; 
knowing that in any month he could 
add small sums—or make withdrawals 
—or even borrow against his trust; 
knowing that the earnings of his trust 
were being automatically reinvested, 
giving him the benefit of compound in- 
terest. There, truly, is an estate-building 
or capital accumulation trust plan for 
everybody. 

Another possibility: Using the same 
trust indenture—which is a standard 
printed agreement not involving a fam- 


“R’arin’ to go it alone!” 


ily settlement or the trusteeing of life 
insurance proceeds—any one carrying 
life insurance can build a trust fund by 
monthly additions, have a trustee remit 
his premium payments for him out of 
his trust fund, and during his best earn- 
ing years “fund” his life insurance. In 
the meantime the maker of the trust 
will have been building a reserve fund to 
help protect his insurance against laps- 
ing, besides adding to his family 
protection. The monthly “funding”’ 
addition needed in excess of the amount 
required to cover life insurance premium 
payments on an annual basis is surpris- 
ingly small—another interesting point 
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which can not be fully covered in this 
letter. 

Think of it, sixty to seventy million 
life insurance policyholders in the United 
States, and every one of them a pros- 
pect for a small trust in the form just 
described, called an insurance funding 
trust. 

This plan is now well into its second 
year. We think we “have something.” 
What do you think? 

Very truly yours, 
HERBERT M. OLNEY 
Trust Officer, 
Underwriters Trust Company 
37 Broadway, New York 


The 


NATIONAL BANK 


OF DETROIT 


Statement of Condition, June 30, 1934 


RESOURCES 


Cash on Hand and Due from 


other Banks 
United States Government 
Securities 


Securities other than U. S. Government 


Stock in Federal Reserve Bank 
Loans and Discounts 

Real Estate Mortgages 
Overdrafts 


Accrued Interest Receivable—Net 
Customers’ Liability Account of Acceptances ‘and 


Letters of Credit 
Other Resources 
TOTAL RESOURCES . 


$ 79,790,787.76 


111,245,566.95 $191,036,354.71 
8,260,278.90 
675,000.00 
44,589,443.27 
10,155,531.25 
5,281.40 
950,615.36 


391,593.19 
97,153.29 
$256,161,251 37 


LIABILITIES 


Deposits: 


Commercial, Bank and Savings $201,606,444.81 


Public Funds secured by pledge 


of U. S. Government Bonds: 


Treasurer—State of Michi- 


gan 
U.S. Government 
Miscellaneous 
Other Public Deposits 
Capital Account: 
Preferred Stock 
Common Stock 
Surplus. . 
Undivided Profits ( Paid in) 
Undivided Profits (Earned) 
Reserve for Contingencies 


Reserve for Expenses and Dividends 4 
Our Liability Account of piamnimciie and Letters 


of Credit 
TOTAL LIABILITIES 


3,659,463.30 


899,172.17 


8,070,541.86 
15,583,380.42 
392,635.45 


$229,312,465.84 


12,500,000.00 
5,000,000.00 
5,000,000.00 
2,500,000.00 
25,899,172.17 
300,000.00 
257,536.42 


392,076.94 
$256, 161,251.37 
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Trust Business 


To the JouRNAL: 

T has often been said that a child who 

is educated in the school of hard 
knocks and learns to shift for himself 
against adverse conditions generally 
grows into healthy manhood, keenly 
alert, aggressive and self-sufficient. 

Corporate trusteeship in Florida may 
well be likened to this child of adversity. 
It is a child, for as it is constituted 
today it has been in existence only 


about ten years; it is a child of adver- 
sity, for during those ten years it has 
encountered at least two major economic 
crises which were, to say the least, 
adverse to its growth and well-being. 
It was not until about 1923 that some 
of the larger and more conservative 
national banks located in the larger 
financial centers of the state sensed the 
wisdom and necessity of providing well 
managed fiduciary departments. Prior 


HE investments of thousands of ordinary work- 


ing people are threatened, and national recovery 


is impeded by oppression of the utilities. There are 


more than 300,000 individual security-holders in the 


Associated Gas & Electric System, distributed over 


every state of the Union and thirty-three other 


countries. 


45,000 Associated inves- 
tors are manual laborers. 


39,000 have supervisory 
positions, or are proprie- 
tors of small businesses. 


26,000 earn their living 
through teaching or other 


professional services. 


32,000 are clerks, book- 
keepers, agents or sales- 
men. 


107,000 are women— 
most of whom are house- 
wives. 


The Associated Gas and Electric Company Plan of 


Rearrangement of Debt Capitalization is designed 


to protect the interests of these security-holders. 


Associated Gas & Electric System 


61 BROADWAY, NEW YORK 


1923-1929 


to that time the majority of those banks 
in Florida which were authorized and 
empowered to render a fiduciary service 
were small state institutions which had 
experienced a mushroom-like growth in 
all parts of the state. They made little 
effort to develop trust business; nor did 
they encourage it, for these banks were 
run by men who were primarily inter- 
ested in commercial banking and who 
had had little or no experience in trust 
administration. They failed to realize its 
potential value to their institutions. 

After a few of the larger national 
banks received their trust powers from 
the Federal Reserve Board, these banks 
carried on for some time a fairly active 
solicitation of trust business. For- 
tunately, however, they did not obligate 
themselves to carry much overhead in 
their administrative departments; con- ° 
sequently in most instances the trust 
departments showed earnings from 
their first year. The policy of expanding 
overhead only as increased business 
necessitated it proved to be a wise 
course, for the development of trust 
business in Florida had scarcely started 
before the real estate boom of 1925 
swept everything before it. 

In those hectic days even the most 
conservative investors were tempted to 
speculate in inflated property values. 
The individual gave little or no con- 
sideration to the preservation of his 
accumulated gains, but was primarily 
interested in fostering new and bigger 
real estate schemes. Under such condi- 
tions it is not surprising that Florida’s 
corporate trustees were not able to 
expand their volume of trust business 
rapidly or to any remarkable extent. 

The state of mind exhibited by 
investors in Florida during the so-called 
real estate “boom”? was later to find its 
parallel in that exhibited by the in- 
vestors and speculators involved in the 
stock market gyrations of 1928 and 
1929. However, while the salvage from 
the 1929 crash consisted principally of 
cash and marketable securities, the 
salvage from Florida’s 1926 crash 
consisted almost solely of unimproved 
real estate which was a very frigid 
investment. To the dismay of Florida 
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in Florida 


1929-1934 


investors, whose estates, to a large 
extent, had been seriously depleted by 
the collapse of real estate prices in 1926 
and who were fortunate enough to 
liquidate their salvage, they received an 
additional set-back with the collapse of 
security prices in 1929 and the subse- 
quent years of business depression. 

But these days were not alone trying 
to the individual; the banks themselves 
were having many worried moments. It 
is no wonder that they forsook the 
development of their trust business for 
the more immediate job of keeping the 
banks open for business. Even so, the 
majority of the small scattered state 
banks found the going too difficult and 
were forced to close between 1926 and 
1930. The effect on trust business was 
mainly to centralize all fiduciary activ- 
ities in the larger institutions. As the 
amount of trust business in the closed 
banks was relatively small their closing 
did not serve to shake public confidence 
in corporate trusteeship. Generally 
speaking, the larger national banks in 
which most of the trust business in the 
state was handled came through these 
trying days in such good condition that 
when the general banking moratorium 
was announced by the President in 
March, 1933, Florida was one of the 
last states to close its banking houses 
and one of the first to qualify to reopen 
them. In spite of these long years of 
local and nationwide depression, the 
trust business carried on by the larger 
and older national banks in Florida has 
shown a steady and consistent growth. 
Today the trust departments in these 
national banks are important contrib- 
utors to the earnings of their respec- 
tive institutions. 

Public sentiment during the past year 
has revived faith in Florida’s more 
conservative banks. The increase in 
business which the state has enjoyed as 
a result of the Administration’s policies 
in Washington, together with the best 
tourist season Florida has ever known, 
has renewed in the individual his sense 
of business proportion which in turn has 
livened his interest in planning a con- 
Servative investment policy. The pen- 
dulum which had swung from the 


extreme of hope in 1925 to the extreme 
of despair in 1933 is now rapidly ap- 
proaching the mean. Thoughtful citi- 
zens are commencing to give serious 
attention to plans for safeguarding 
their remaining possessions. This has 
been directly reflected in the increased 
public interest in corporate trusteeship 
during the past year. 

The abnormal condition which cor- 
porate trusteeship has been forced to 
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face in Florida has served to make its 
growth somewhat slower there than in 
some other sections of the country, but 
it has also served to make its progress 
conservative and permanent. The pit- 
falls attendant upon a too rapid expan- 
sion have been conspicuously absent. 
FONTAINE LE MAISTRE 
Assistant Trust Officer, 
The Barnett National Bank, 
Jacksonville, Florida. 


MANUFACTURERS 
TRUST COM PANY 


HARVEY D. GIBSON, President 


Condensed Statement of Condition as 
at close of business June 30th, 1934 


RESOURCES 


Cash and Due from Banks . 
U. S. Government Securities 

Home Owners’ Loan Corp. 

and Federal Farm Mortgage 

Corp. Bonds. 


State and Municipal Bonds . 
Other Securities . 
Loans and Bills Purchased 


Mortgages . 


Banking Houses and Other Real Estate Equities 
Customers’ Liability for Acceptances 
Accrued Interest and Other Resources . 


$161,670,625.19 


$ 66,022,382.45 


21,352,636.37 


183,023,261.56 
18,548,011.36 
49,218,164.47 
177,790,769.77 
25,456,556.14 
20,532,084.98 
19,630,599.95 
3,210,707.10 


$563,432,537.78 


LIABILITIES 


Capital 


Surplus and Undivided Profits . 


Capital Notes . 
Reserves 


Dividend (Payable July 2nd, 1934) . 


Outstanding Acceptances 
Deposits 


$ 32,935,000.00 
10,297,483.19 
25,000,000.00 
23,008,554.76 
411,687.50 
20,834,408.43 
450,945,403.90 


$563,432,537.78 


Head Office: 55 Broad Street, New York City 


Member Federal Reserve System 


+ Member New York Clearing House Association 


=— i 
| 


68 AMERICAN BANKERS ASSOCIATION JOURNAL, August 


last Congress authorized both 
the Reconstruction Finance Corpo- 
ration and the Federal Reserve banks to 
make direct loans to industry in excep- 
tional cases where credit could not be 
had at banks. 

The R.F.C. is authorized to lend up 
to $300,000,000 to this class of borrow- 
ers, while the Reserve System can use its 
entire surplus of approximately $139,- 
000,000 for such accommodations; an 


additional $140,000,000 may be fur- 


1934 


Direct Loans: 


nished by the Secretary of the Treasury 
at his discretion. 

Jesse H. Jones, chairman of the 
R.F.C., discussing the direct loan plan 
in a recent radio address, said that un- 
doubtedly there was a need for indus- 
trial loans which banks were unwilling 
or unable to make and that if the Federal 
Reserve, the R.F.C. and local banks 
would “ whole-heartedly cooperate, the 
need can be met.” 

“A great majority of these loans,” 


gainst Advecsity 


For more than 50 years the Standard Accident Insurance Company of 
Detroit has been guarding the welfare of its policyholders with sound, 


non-assessable stock company insurance protection ... 


claims with speed and satisfaction. 


settling fair 
* During this period over 135 


millions of dollars have been paid in claims. * Today Standard is a 


strong, well managed company thoroughly capable of administering 


to your Casualty insurance and Bonding needs. 


x You are invited to 


insure with this time-tested, soundly-financed organization. 


* 


STANDARD ACCIDENT INSURANCE 


COMPANY 


OF DETROIT 


Mr. Jones asserted, “will be small, but 
some industries will need more than the 
R.F.C. can lend to any one borrower— 
namely, $500,000—limited by law; but 
if the Federal Reserve banks, the R.F.C. 
and local banks will cooperate, these 
applicants can be accommodated.” 

It would be helpful, Mr. Jones said, 
if prospective borrowers under this 
plan “would approach the R.F.C. and 
Federal Reserve banks through their 
local banks, and, wherever possible, 
with an agreement on the part of the 
local bank to participate in the loan. 

“T want especially to call attention to 
the fact,” he stated, “that Congress 
also authorized the Federal Reserve 
banks to discount this character of loans 
with maturities running as long as five 
years, and this amendment to the Fed- 
eral Reserve law should enable and en- 
courage local banks to make many of 
these loans, or at least to participate 
substantially, in cooperation with the 
Federal Reserve and the R.F.C.”’ 


Reserve 
Advisory Committees 


peng machinery for providing small- 
er businesses and industries with 
needed working capital through the 
medium of the Federal Reserve System 
is being assembled in the 12 Reserve 
districts. 

Industrial advisory committees were 
established by Congress in each Reserve 
district. The function of these groups, 
composed of not less than three nor 
more than five active business men, is to 
pass on all loan applications submitted 
in their respective districts. Several of 
these committees, appointed by the Re- 
serve banks, were organized and ready 
for business not long after the amend- 
ment to the Reserve Act had been 
approved. The groups include: 

First District (Federal Reserve Bank 
of Boston): Albert M. Creighton, direc- 
tor, Boston Woven Hose and Rubber 
Company, Boston; Robert Amory, 
president, Nashua Manufacturing Com- 
pany, Boston; Winthrop L. Carter, 
president, Nashua Gummed and Coated 
Paper Company, Nashua, New Hamp- 
shire; Carl P. Dennett, director, Griffin 
Wheel Company, Boston; Edward M. 
Graham, president, Eastern Manu- 
facturing Company, Bangor, Maine. 

Second District (Federal Reserve 
Bank of New York): John B. Clark, 
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R.F.C. and 


president, Clark Thread Company, 
Newark, New Jersey; John Hartford, 
president, Great Atlantic & Pacific Tea 
Company, New York; Albert A. Hope- 
man, A. W. Hopeman and Sons, Roch- 
ester, Palmer, presi- 
dent, Cluett Peabody & Company, 
Troy, New York; William H. Pouch, 
president, Concrete Steel Company, 
New York. 

Third District (Federal Reserve Bank 
of Philadelphia): Charles E. Brinley, 
president, American Pulley Company, 
Philadelphia; J. Ebert Butterworth, 
vice-president, H. W. Butterworth & 
Sons Company, Philadelphia; John S. 
Chipman, president, Chipman Knitting 
Mills, Easton, Pennsylvania, wd vice- 
president, Rosedale Mills, Reading, 
Pennsylvania; W. F. R. Murrie, presi- 
dent, Hershey Chocolate Company, 
Hershey, Pennsylvania; Richard D. 
Wood, president, Millville Manufac- 
turing Company, Millville, New Jersey. 

Fourth District (Federal Reserve 
Bank of Cleveland): Frank B. Bell, 
president, Edgewater Steel Company, 
Oakmont, Pennsylvania; Daniel R. 
Davies, president, Acme Machinery 
Company, Cleveland, Ohio; Edward C. 
Folsom, president, Ottawa River Paper 
Company, Toledo, Ohio, and president, 
Railway Materials Company, Toledo; 
H. L. Kutter, president, Black and 
Clawson Company, Hamilton, Ohio; 
F. A. Smythe, president, Thew Shovel 
Company, Lorain, Ohio. 

Seventh District (Federal Reserve 
Bank of Chicago): Max Epstein, chair- 
man, General American Tank Car 
Corporation, Chicago; Major Howard 
Greene, president, Milwaukee Drug 
Company, Milwaukee, Wisconsin; R. 
R. Monroe, president, Des Moines 
Foundry & Machinery Company, Des 
Moines, Iowa; William R. Odell, Jr., 
treasurer, International Harvester 
Company of America, Chicago; George 
W. Young, vice-president, Marshall 
Field & Company, Chicago. 

Eighth District (Federal Reserve 
Bank of St. Louis): William K. Norris, 
president, McQuay-Norris Manufac- 
turing Company, St. Louis; Jacob Van 
Dyke, president, Western Textile Prod- 
ucts Company, St. Louis; Maurice Weil, 
president, Weil-Kalter Manufacturing 
Company, St. Louis; Henry S. Gray, 
secretary-treasurer, Louisville Cement 
Company, Louisville, Kentucky; M. E. 
Finch, secretary-treasurer, American 
Snuff Company, Memphis, Tennessee. 

Tenth District (Federal Reserve 


F.R.S. 


Bank of Kansas City): Walter J. Ber- 
kowitz, secretary-treasurer, Berkowitz 
Envelope Company, Kansas City, Mis- 
souri; B. Bruce Forrester, vice-presi- 
dent and general manager, General Box 
Company, Kansas City; R. L. Gray, 
president, Sheffield Steel Mills, Kansas 
City; Ed F. Miller, president, Miller Ce- 
real Company, Omaha, Nebraska; F. C. 
Rooney, vice-president, Manhattan 
Construction Company, Muskogee, Ok- 
lahoma. 


Twelfth District (Federal Reserve 
Bank of San Francisco): Ralph Burn- 
side, receiver, Pacific Spruce Corpora- 
tion, Portland, Oregon; Shannon Cran- 
dall, president, California Hardware 
Company, Los Angeles, California; 
Henry D. Nichols, president, Tubbs 
Cordage Company, San Francisco; 
Stuart L. Rawlings, Calaveras Cement 
Company, San Francisco; H. L. Ter- 
williger, manager, Ingersoll Rand Com- 
pany, San Francisco. 


BANK of the MANHATTAN COMPANY 
NEW YORK, N. Y. 


Statement of Condition as of June 30, 1934 


RESOURCES 


Cash and Due From Banks and Bankers . 
United States Government Securities . * 
R. F. C. Notes Guaranteed by U. S. Geman 


Acceptances of Other Banks 


Obligations of the State of New York . 


Other Public Securities . 
Other Securities . 


Demand Loans Secured by Collateral ‘ 


Loans and Discounts . 
Real Estate Mortgages 


Bank Premises and Other Real Seee. 
Customers’ Liability for Acceptances (less aiid. 


Other Assets . 


$ 85,137,306.90 
107,637,178.91 
3,000,000.00 
11,392,835.56 
16,136,043.76 
23,560,574.94 
21,142,462.20 
68,368,939.97 
103,373,922.77 
10,193,931.87 
18,809,912.66 
18,975,054.83 
15,099,888.04 


$502,828,052.41 


LIABILITIES 


Capital . 
Surplus . 
Undivided Profits 


Capital Note Payable on J ~—_ 31, 1934 . 


or before at option of this Company, or holder 
Dividend Payable July 2, 1934 . 
Reserve for Contingencies . 


Deposits 


6,931,681.01 $ 51,931,681.01 


3,000,000.00 


1,000,000.00 
1,776,104.24 


U. S. Government and Other Public Funds $ 85,545,551.67 


Others 
Outstanding 
Acceptances Outstanding 


Reserve for Taxes and Other Liabilities 


321,991,496.55 
13,479,567.81  421,016,616.03 
20,406,362.30 


3,697,288.83 
$502,828,052.41 


Member New York Clearing House Association 


Member Federal Reserve System 
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New Questions for 


RUST companies and banks oper- 

ating trust departments are being 

called upon to answer several 
dozen new questions by the various 
Federal examiners. These many ques- 
tions are contained in the new schedule 
for the examination of trust depart- 
ments of national banks made effective 
June 30 by the Comptroller of the 
Currency. 


STATEMENT OF CONDITION 


JUNE 30, 1934 


* 


ASSETS 
Cash in Vault, with Banks and due 
from Treasurer of the United States $14,863,543.71 
United States Government Bonds 


Other Bonds and Securities including 
Stock of the Federal Reserve Bank 


Accrued Interest and Other Assets 


Bank Premises 
Otkter Real Estate 


Customers’ Liability under Accept- 
ances and Letters of Credit 


Loans and Discounts 


LIABILITIES 


Capital Stock — Preferred 


Capital Stock — Common 


Surplus and Undivided Profits. 


Reserve Account 


Reserve for Interest, Taxes 


Other Liabilities 


Letters of Credit and Acceptances 


Deposits 


CENTRAL UNITED 
NATIONAL BANK 


OF CLEVELAND 
OHIO’°S LARGEST NATIONAL BANK 


The Federal Reserve System is using 
virtually the same schedule for the 
examination of the trust departments 
of its members. The following are some 
of the important new questions (the 
new matter in old questions in italics) 
that are asked in the examiner’s report of 
condition of trust departments, which 
did not appear in the form previously 
used for national banks: 


41,476,149.65 


10,350,173.09 
1,201,719.48 
3,540,917 .52 
1,620,156.60 


464,799.88 
47,129,569.36 


$120,647,029.29 


- $ 8,000,000.00 
5,000,000.00 
1,051,204.23 

280,398.37 
441,286.57 
102,252.02 

4,949,850.00 
484,840.01 
100,337,198.09 


$120,647,029.29 


What fiduciary powers have been 
granted to the institution? 

What fiduciary powers are now being 
exercised? 

Does the trust department transact 
any business which should properly be 
transacted in other departments of the 
bank? 

Does state law require pledge of se- 
curity with state authorities, and, if so, 
has the institution complied therewith? 

Has the institution established a 
separate trust department under man- 
agement of officer or officers designated 
by, and whose duties are prescribed by, 
the board of directors? 

Are securities held in trust kept 
separate and distinct from securities 
owned by the bank, and are such se- 
curities properly segregated for the 
various trusts to which they belong? 

Do minutes of board of directors or 
trust committee record acceptance of all 
trusts taken by the bank? 

Is written report of all trusts closed out 
made to, and recorded in minutes of, the 
board of directors or trust committee? 

List principal officers and committees 
of the trust department and describe 
briefly their functions. 

Are there on file— 

a. Original instruments creating 
each trust or properly authen- 
ticated copies thereof? 

. Original or certified copies of in- 
ventories and appraisements? 

. Proper releases or receipts for 
either partial or full distribution 
of trust assets? 

Are reports of account properly filed 
with courts and/or others entitled 
thereto? Arecopies of such reports on file? 

Describe the procedure in effect for 
periodically appraising and reviewing 
trust assets for the purpose of determin- 
ing their current value and whether or 
not they should be retained. 

Are all investments of trust funds 
made in strict accordance with state 
fiduciary laws, court orders or provisions 
of trust instruments? Comment on any 
unauthorized or illegal investments. 

Where investment of trust funds is 
left to the discretion of the institution, 
in what class of securities are invest- 
ments made? 

Are trust funds invested in securities 
of concerns in which directors, officers or 
employees are interested? If so, list and 
comment. 
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Has the trust department purchased 
for investment of trust funds any 
securities issued or guaranteed by an 
affiliated interest or in the distribution 
of which the bank or any affiliated 
interest has participated? 

Has the trust department, in any 
case, purchased from any other depart- 
ment or affiliated interest any invest- 
ments for trust funds? If so, give full 
explanation. 

From what sources are trust invest- 
ments purchased? 

Dotrustinvestmentsincludeany stock 
of the bank? If so, state amount, how 
acquired, and under what terms held. 

Are proper authorizations obtained 
from co-fiduciaries before important 
action is taken? 

Are advances to trust estates im- 
properly made from funds belonging to 
other estates? If so, give details. 

Are proper records kept of all liabili- 
ties of the trusts to various creditors and 
of all trust assets pledged, or held else- 
where than in the trust department? 

Has the institution given any guaran- 
tees or assurances of any nature in con- 
nection with its trust activities? 

Are negotiable assets safeguarded by 
being placed in the joint custody of at 
least two bonded officers or other em- 
ployees designated by the directors? 

How does the policy employed with 
reference to the amortization of ac- 
cumulated premiums and discounts on 
bonds purchased affect the corpus of the 
trust? 

List or comment on stocks and bonds 
which are not registered in the name of 
the institution in its full fiduciary 
capacity which could be properly regis- 
tered as such. 

Are payments on principal and/or 
interest properly indorsed on mortgage 
notes and participation certificates held? 

Are payments on account of principal 
and/or interest properly indorsed on 
notes? 

List all habitual principal overdrafts, 
or any other large or unusual overdraft. 

When trust funds are deposited in 
other banks are they placed therein as 
individual deposits in the name of the 
institution in its fiduciary capacity? If 
not, did you instruct? 

Is a distinctive check used for dis- 
bursements of trust funds? Are checks 
effectively canceled and properly filed? 

Has bank deposited with trust de- 


partment U. S. bonds or other securities 
approved by the Federal Reserve Board 
sufficient to cover trust funds awaiting 
investment or distribution and deposited 
by this department in the banking de- 
partment? List securities pledged. If 
collateral insufficient did you obtain 
correction? 

Are trust funds deposited in other 
banks protected by deposit insurance? 


Are available cash balances of trust 
funds promptly invested? Comment on 
any balances held for an unreasonable 
period without investment. 

Total amount of bonds outstanding: 

a. Collateral trust bonds (ledger 
values of collateral security 
$—). 

b. Other bonds, etc., outstanding 
under trust deeds or mortgages. 


First National Bank 
in Houston 


Statement of Condition June 30, 1934. 


ASSETS 


Cash and Due from Banks . 


United States Government Securities 
Bonds Purchased for Investment . 


U. S. Bonds to secure circulation 


Loans and Discounts 
Banking House 

Federal Reserve Bank Stock 
Other Assets 


. $19,264,059.50 
12,336,173.29 
1,406,512.48 
2,000,000.00 
13,515,209.11 
1,500,000.00 
183,000.00 
52,796.31 


$50,257,750.69 


LIABILITIES 


Capital Stock, Common. . 
Capital Stock, Preferred. 
Surplus and Undivided Profits 


Reserved for Interest, Taxes, etc. . 


Reserved for Dividends . 
Circulation . 

Deposits 

Other Liabilities . 


. $ 3,000,000.00 
2,500,000.00 
966,773.68 
63,436.80 
104,301.37 
2,000,000.00 
41,592,225.96 
31,012.88 


$50,257,750.69 


J. T. SCOTT, Chairman of the Board 
F. M. LAW, President 


E. L. NEVILLE, Chairman 
of Executive Committee 


W. S. COCHRAN, 


Vice-President 


SAM R. LAWDER, 
Vice-President 


W. A. KIRKLAND, 
Vice-President 


M. D. JENKINS, Vice-Pres. and Cashier 
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year and last. July last year was marked 
by the temporary boom in industry and 
business generally. Comparisons be- 
tween July this year and last, therefore, 
are likely to be misleading although on 
the whole they seem to be generally 
favorable. Prices of all commodities 
have averaged about 7 per cent over 
those for the corresponding period a 
year ago, although statisticians point 
out that on the old dollar basis there 
was a decline of about 10 per cent, and 
since the list of all commodities includes 
many produced abroad or influenced by 
international exchange the point is 
worth consideration. 

Department store sales in June were 
about 9 per cent over those of June last 
year and the rate seems to have con- 
tinued into early July. This advance, 
however, is substantially the same as the 
increase in wholesale prices and the in- 
ference is that the volume of commodity 
turnover has remained about the same 
as last year—another favorable indica- 
tion in view of the summer boom last 
year. 

Up to mid-July construction shows a 
gain over last year but publicly financed 
work accounts for more than half of 
the total. 

Bank clearings show a drop of about 
12 per cent compared with the same 
period of 1933 after an average increase 
of 17.4 per cent in the first quarter this 
year over last. In this comparison spe- 
cial conditions last year must be 
considered. 

The security markets have been char- 
acterized by more than normal summer 
dullness. During the month the lowest 
day’s record in ten years was registered 
on the New York exchange. The 
lethargy seems to be due to general 
business conditions and the outlook 
rather than to the passé issue of Secur- 
ities Act or Stock Exchange control in- 
fluences. In line with the trend in recent 
weeks stocks ranged lower and bonds 
higher. Between the middle of June and 
the middle of July fifty industrial stocks 
fell from 90.4 to 90; twenty railway 
stocks fell from 45.7 to 44.2 and twenty 
utilities from 69.6 to 67.4, the ninety 
stocks registering an average fall from 
79.8 to 78.9, all on the 1926 average. In 
the same period twenty industrial bonds 


Dr. John Lee Coulter, tariff expert, has 

been named aide to George N. Peek, 

special foreign trade advisor to the 
President 


rose from 82.4 to 83.7; twenty railway 
bonds from 87.6 to 87.8; twenty utilities 
from 89.3 to 90.1, the average of the 
sixty bonds rising from 86.4 to 87.2. 

Wholesale and retail business has 
been very irregular during the month 
both geographically and otherwise. Re- 
tail trade on the whole held up better 
than anticipated but continued drought 
in the Central West which also spread 
to the South checked the brisk trade 
which has characterized those districts 
for the past three months. 

In the latter half of the month, also, 
the outbreak of serious labor troubles 
on the Pacific Coast and elsewhere re- 
sulted in a fear of general labor unrest 
which unsettled all business conditions. 

For the country as a whole retail 
sales average about 12 per cent over 
those of last year in dollar value, but 
since this is lower than price increases 
actual activity has not been as satis- 
factory as the figures indicate. Prac- 
tically all districts report increased sales 
of summer clothing as a result of pre- 
vailing hot weather. Most of them re- 
port a fair demand for household sup- 
plies, and consumers’ goods in general 
have been kept moving at a fairly 
satisfactory rate. 

The trend in wholesale lines has been 
more unsatisfactory. In New York fall 
buying activity has been in fair volume 
only. In Philadelphia wholesale trade 
has been rather slack. In the Boston 
district trade is slow. In Chicago whole- 
salers report a falling off in demand for 
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goods as a result of thedrought, although 
high grain prices are expected to im- 
prove the situation in the near future. 
The drought also is reflected in the 
Dallas, St. Louis and Kansas City 
wholesale trade where orders have 
definitely decreased. Atlanta reports in- 
creased activity in the wholesale lines, 

Industry also has shown irregular de- 
velopments, hinging largely upon the 
prospects in the steel industry. Steel 
activity dropped abruptly in the earlier 
part of the month to under 30 per cent 
of ingot capacity with the completion of 
second quarter allotments and uncer- 
tainty as to prices. Some heavy manu- 
facturing seems to be endeavoring to 
build up a good fall business by price 
concessions, but the general opinion 
seems to be that any recovery in steel 
and related lines is not to be expected 
before September. This is in line with 
expectations of the past three months in 
which, under a threat of strikes and 
higher prices, users of iron and steel have 
been laying in heavy stocks. Automo- 
bile production continues high, 280,000 
units being the estimate for July. 

Construction is on the increase, 
though mostly of public works. Phila- 
delphia and Boston report building per- 
mits as nearly twice those of the same 
period last year with Government-paid 
projects forming the greater part. 
Dallas and Atlanta report satisfactory 
increases in building. Chicago reports a 
recession. 

The textile industry continues at low 
ebb, although with cotton mills working 
under 25 per cent reduction in output 
there is a gradual lowering of inven- 
tories. The spurt in the price of raw 
cotton during the month due to reports 
of drought and other troubles was im- 
mediately reflected in better prices for 
cotton manufactures and a brisk de- 
mand for staple cotton goods in eastern 
markets. Cotton manufacturers, how- 
ever, see little improvement ahead and 
in New England there is talk of further 
restriction of production. Trade and in- 
dustry in wool, silk and rayon have con- 
tinued dull. Both the Boston and St. 
Louis shoe districts report brisk busi- 
ness with factories supplied with orders 
for full capacity for two months ahead. 

The outlook for late summer and 
early fall business has been rendered 
uncertain by the drought in the Western 
states and increasing labor troubles. Ul- 
timately the farmer will receive more for 
what crop he produces, but in the mean- 
while authorities in the Middlewest and 
some parts of the South declare frankly 
that trade will depend largely upon 
Government expenditures for public 
works, relief and agricultural benefits. 
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Municipal Debt 


Readjustment 


(Summarized from a study of the 
recent amendment to the Federal 
Bankruptcy Act by Paul V. Keyser, 
legal counsel of the Investment 
Bankers Association.) 


l THE act applies to any munici- 
* pality or other political or tax 
levying subdivision of any state. 

2. The duration of the act is limited 
to two years. 

3. The legislation is permissive. 

4. No plan shall be finally confirmed 
until the district is authorized by law, 
upon confirmation of the plan, “to take 
all action necessary to carry out the 
plan.” 

5. The court cannot interfere with 
any existing political or governmental 
powers or any of the property or rev- 
enues of the taxing district, or any 
income producing property, unless the 
plan of readjustment so provides. 

6. The act applies equally to debts 
acquired prior and subsequent to its 
passage. 

7. Any taxing district may file a 
petition in the Federal bankruptcy 
court in its jurisdiction, stating that it is 
insolvent or unable to meet its debts as 
they mature, and must show that 
creditors owning not less than 30 per 
cent in the case of drainage, irrigation, 
reclamation and levee districts, and not 
less than 51 per cent in the case of all 
other taxing districts have accepted the 
proposed plan in writing. Bonds, notes 
or C/D’s owned or controlled by the 
taxing district are to be excluded from 
the computation of the requisite per- 
centages. The court is then required to 
enter an order approving the filing of the 
petition or dismissing it. Provided it is 
approved, the court shall require the 
taxing district to give notice to all 
creditors and to cause publication to be 
made of a hearing to be held within 90 
days. If creditors holding 5 per cent of 


* 


* 


NDIVIDUAL treatment 


1s given the customer’s 


problems at Chicago’s 


Northern Trust Company 


Throughout this banking organization, an idea has pre- 
vailed since the bank was organized forty-five years ago. 
Every officer and employee believes that a close indi- 
vidual contact with a customer leads to a more satis- 
factory relationship. That, plus careful attention to 
routine transactions, has been one reason for the bank’s 


growth. The inquiries of out-of-town bankers are invited. 


THE NORTHERN 
TRUST COMPANY 


NORTHWEST CORNER LA SALLE AND MONROE STREETS 


* 


the amount of indebtedness contest the 
facts at this hearing, the court shall 
pass upon the issue thus raised. 

8. The plan of readjustment shall 
include provisions modifying or altering 
the rights of creditors generally or any 
class of them, secured or unsecured, 
either through the issuance of new 
securities of any character or otherwise. 

9. Prior to final confirmation of the 
plan, a hearing must be held by the 
court within 90 days; the court may 
extend the time for confirmation not to 
exceed one year, or dismiss the petition, 
or, with the written consent of creditors 
holding more than half the claims in- 
volved extend this time to two years; 
the court may require the taxing dis- 


trict to file schedules to disclose its 
affairs and the fairness of the plan, and 
may divide creditors into classes, may 
allow reasonable compensation for serv- 
ices and reimbursements for expenses 
in connection with the proceedings, and 
stay the commencement or continuation 
of suits against the taxing district or its 
officers. 

10. The plan of readjustment shall 
not be confirmed until it has been ac- 
cepted in writing by creditors whose 
claims have been allowed holding two- 
thirds in amount of the claims of each 
class affected by the plan in the case of 
drainage, irrigation, reclamation and 
levee districts and 75 per cent in all 
other cases. 


} 
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Fair Wages for 


| 
Bank Services 


A. ANDREW of Des Moines, Iowa, 
* in a speech describing the work of 
the National Banking Code Committee, 
of which he is a member, said the pres- 
ent conditions under which banking 
And lean on it you can, not only in fair weather but operates make it necessary that every 
bank “receive a fair wage for services 
performed.” 
phone service is news. People take it for granted— Mr. Andrew, former president of the 
a fact which in itself speaks volumes for its value. State Bank Division of the American 
Bankers Association and recently super- 
intendent of banking of Iowa, spoke be- 
fore the annual convention of the Michi- 
gan Bankers Association at Grand 
Rapids. 

“Tt is a recognized fact,” he said, 
“that in order to have a good safe bank 
you must have a profitable bank. With 
the ever decreasing percentage of profit 
in a bank’s loans and investments, it is 
evident to any thinking man that every 
bank must make a proper charge for 
services rendered to its customers. No 
line of business in this country has done 
so much for nothing in the years gone 
by as the banking business. When rates 
were high, prices increasing, and there 
was a good demand for loans, this cost 
of free service could be absorbed, al- 
though it was never right nor consistent 


: | with good banking. 


“Lean on me”. That is what the telephone says. 


in storm and crisis. Not that the reliability of tele- 


Bell Telephone System 


RESERVES AND LIQUIDITY 


“IT is now evident to every man who 
gives intelligent thought to the business 
of banking that we are in a distinctly 
new era. The successful bank of today 
and of the future will run with a very 
large cash reserve, and will keep itself 
in a very liquid position in regard to its 
investments. The rate of income on in- 
vestments is very low and will probably 
continue that way for some time to 
come. Money has again piled up in our 
banks and there are larger cash reserves 
than ever before. There is also a scarcity 
Principal Restaurants and Meetin of good loans and investments. Short 


DOUBLE ROOMS FROM $6 | on so low a basis that it does not pay for 
mous Hotel Are Air-Cooled ... All its handling.” 

of the Beautifully and Comfortably THE It can easily be demonstrated, Mr. 
Furnished 1000 Rooms Possess Andrew asserted, that when a bank 
Outside Exposure, Combination carries an account at a loss or performs 


| a free service for a customer, some one 
Tub and Shower, Circulating WASHINGTON /has to pay the cost; either the bank 


Ice Water and Oscillating Fans MR. R. L. POLLIO, Manager | stockholder has to stand the loss or the 
service cost must be absorbed by the 


OTHERS HAVE COPIED THE NAME BUT NOT THE SERVICE | account of another customer. 
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Corporate Reorganizations 


(Summarized from a study 


of the recent amendment to 


the Federal Bankruptcy Act by Paul V. Keyser, legal 
council of the Investment Bankers Association.) 


UBDIVISION (h) of Section 77B 

of the Corporate Bankruptcy Act 
provides in part that all securities issued 
pursuant to any plan of reorganization 
confirmed by the court in accordance 
with its provisions, including any secur- 
ities issued for the purpose of raising 
money for working capital, and those 
issued by the debtor or trustee and all 
certificates of deposit representing se- 
curities of or claims against the debtor 
which it is proposed to deal with under 
any such plan, shall be exempt from all 
provisions of the Securities Act of 
1933 except the provisions of subdivi- 
sion (2) of Section 12, and Section 17 
thereof and the provisions of Section 24 
as applied to any willful violation of 
Section 17. 

This act is an amendment to the 
Federal Bankruptcy Act of 1898 and 
provides for the reorganization of cor- 
porations through the medium of the 
Federal bankruptcy courts where the 
corporation is insolvent or unable to 
meet its debts as they mature. 

Proceedings may be instituted by the 
corporation itself or by creditors in 


1928 1929 


certain circumstances and the general 
purpose of the act is to make possible 
the adoption of a plan of reorganization 
which is agreeable both to the corpora- 
tion and the requisite proportion of 
creditors and stockholders, and accept- 
able to the court, that is binding upon 
minority creditors and stockholders. 

In the case of creditors, the consent 
of those holding two-thirds of the 
amount of each class whose claims have 
been allowed is required. Certain ex- 
ceptions for the protection of non- 
consenting creditors are provided, how- 
ever. 

In the case of stockholders, consents 
are necessary from holders of a major- 
ity of the stock of each class, unless the 
corporation is insolvent and no equity 
remains for them, in which case their 
consent is not required. 

While Section 77B discussed here is 
not an amendment to the Securities 
Act of 1933, it does, in effect, exempt all 
securities issued in the situation where 
proceedings have been commenced 
under the Bankruptcy Act and the 
court has assumed jurisdiction. 


1930 
NEW YORK STOCK EXCHANGE BULLETIN 
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Do You Really 
KNOW 


Your Costs? 


W. HAVE considerable 
data and figures pertaining 
to analysis of costs and 
measured service charges 
developed by us in our 
work for hundreds of banks. 

Using the data we have 
developed we can make a 
cost analysis by mail for 
many banks at extremely 
low cost insofar as our 
charges are concerned. 

If you will give us the 
opportunity to submit a 
proposal for your bank we 
will in replying also give 
you the names of many 
banks in your territory for 
which we have already 
made satisfactory compre- 
hensive studies. For a small 
bank we can supply definite 
assistance in lowering costs 
at a charge of approxi- 
mately $200. 


Why not write us today? 


E. S. WOOLLEY & CO. 


70 Wall Street, New York 
National Press Bldg., Washington 


120 LaSalle Street, Chicago 


| 
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Political Keonomy 


Important Books Reviewed 
by John M. Chapman, Edmund 
Platt and E. M. Burns 


Australia’s Government Bank. By Leslie 
C. Jauncy. Business Bourse, New York. 


Reviewed by JoHN M. CHAPMAN. 


URING recent years there has 
been a strong tendency among 
financial writers to take the 

American banking system severely to 
account for the large number of bank 
failures of the last decade and for the 
depression which started in 1929. Many 
have pointed to the success of the Ca- 
nadian or to some European banking 
system to prove the weakness of our 
own. 

Despite their good features, these 
foreign systems have not been perfect 
by any manner of means. The German 
and Austrian banking systems have had 
serious difficulties in recent years. The 
laws governing the Canadian system 
have just been revised, as is customary 
once in each decade. For some time past 
there has been a strong feeling that the 
Canadian system had been weak with 
regard to note issue and in the provision 
of a bank of rediscount. These two 
weaknesses have been important factors 
in the development of sentiment for a 
central bank, which has just culminated 
in the passage of a law providing for a 
central bank with a capital of $5,000,- 
000. 

An interesting experiment of this 
kind has been going on in Australia 
since 1911. It has been described by 
Leslie C. Jauncy in “Australia’s Gov- 
ernment Bank.” The Commonwealth 
Bank, as this institution is called, was 
originally a product of the Labor 
Party. It did not come into existence as 
the direct result of economic ills, as is so 
frequently the case with banking re- 
forms in other countries, but was “a 
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consequence of a political philosophy 
that holds that the happiness of a 
community can be enlarged by regard- 
ing almost all forms of economic activ- 
ity as public utilities that the state 
should own.” It is ‘‘an innovation, for it 
is the only State-owned bank in the 
British Empire.” 

The bank has no share capital but 
“is well secured, for it has the whole of 
Australia at its back.” Starting out with 
a borrowed fund of $50,000 it has 
accumulated a surplus from profits of 
approximately $125,000,000. Its success 
from the beginning was due largely to 
the ability and foresightedness of its 
first governor, Sir Denison Miller, who 
had unusually broad powers which he 
used wisely. Another important reason 
given for its success was its freedom 
from political interference. The bank 
entered into competition with other 
banks and has established a number of 
branches which do a large volume of 
savings business. It has shown marked 
evidence in recent years of becoming a 
central bank and with that to eliminate 
competition with other banks so far as 
possible. One of the steps or changes 
made in this direction was taken when 
the bank was made the center of clear- 
ing operations. 

This study is a very clear and inter- 
esting description of an experiment of 
worldwide importance in banking and 
finance. It will appeal especially to 
those interested in the economics of 
banking or in government ownership of 
banks. The author might have given us 
a more comprehensive picture of the 
influence of the Commonwealth Bank 
upon other banks. It is, however, a 
valuable treatise on Australia’s pro- 
gram. 


Central Banking in Canada. By James 
Hugh Creighton. Clarke & Stuart Co., 
Ltd., Vancouver, B. C. 


Reviewed by Joun M. CHAPMAN. 


tines most recent development in the 
field of central banking has taken 
place in Canada where a law has just 
been enacted providing for a central 
bank with a capital of $5,000,000. The 
background for this development has 
been outlined by James Hugh Creigh- 
ton of the University of British Co- 
lumbia. This development, despite its 
good qualities, indicates that the Ca- 
nadian system was not entirely satis- 
factory. Professor Creighton points out 
two fundamental reasons underlying 
the demand for a central bank: first, the 
need for a bank of discount to which 
other banks could go for assistance in 
time of need, and, second, the note 
issue of the chartered banks of Canada 
which had not measured up to the 
demands during recent years. 

The author goes beyond his discus- 
sion of a central bank and its place in 
the Canadian system in saying that 
“Canada’s monetary and banking sys- 
tem is in a state of flux.”’ He recom- 
mends the appointment of a committee 
similar to the famous Macmillan Com- 
mittee of England to “investigate every 
phase of the monetary and banking 
problem.” He draws the further con- 
clusion that banks should now be 
nationalized, since this “is the logical 
and almost the inevitable course.” Mr. 
Creighton sees “a ‘worldizing,’ socializ- 
ing movement afoot and state ownership 
and socialization of industries and serv- 
ices is merely a matter of time and 
banking is not likely to be the last.” 

A good description is given of the 
growth of sentiment for and against 
central banking. Many readers will not 
share Mr. Creighton’s enthusiasm for 
government banking at this time, 
despite the progress made by the Gov- 
ernment Bank of Australia or the 
efforts of our own Government in 
providing funds for banking, industrial 
and commercial enterprises. 


The Banking Situation, Post-War Prob- 
lems and Development. By H. Parker 
Willis and John M. Chapman. Columbia 
University Press, New York. 


Reviewed by EpMunD PLATT. 


yer is by far the most important 
and significant of recent books on 
American banking. Professor Willis has 
long been one of the most outstanding 


critics of the operation of the American 
banking system and of the Federal 
Reserve System preceding the panic of 
1929 and the collapse of 1933, and the 
book of which he is the principal author 
naturally contains many challenging 
statements with which the reader will 
be sometimes in strong agreement and 
sometimes in almost equally strong 
disagreement. He has had unparalleled 
opportunities to observe the course of 
Federal banking legislation, as he was 
the technical adviser of the House 
Committee when the original Federal 
Reserve Act was passed by the 63rd 
Congress in 1913 and of the Senate 
Committee during the preparation of 
the recent Banking Act of 1933. 

One of the most valuable features of 
the book is his description of the hear- 
ings and of the methods of construction 
of the Glass bill, which became the 
Banking Act of 1933. 

In his conclusions he says, ‘The 
provisions of the Banking Act of 1933 
are likely to be helpful as far as they go, 
but they do not go far. Complete re- 
organization of the banking laws is 
needed in order to eliminate all contra- 
dictory or uneconomic or obsolete 
provisions and to install such amend- 
ments and changes as seem requisite.” 
He is by no means optimistic with 
relation to the final outcome. He fears 
that the banking system may emerge 
from the critical period through which it 
is passing “either as a government 
system or as a greatly weakened pri- 
vately owned system.” 

In his chapter entitled “The Fu- 


ture’’, after noting that the Federal 
Reserve System has become more and 
more exclusively devoted to financing 
Treasury operations, he asks, “ How far 
then will the banks which own and, in 
theory, operate, the System be inclined 
to support it merely as a Treasury 
agency? ... Today it stands as a 
menace rather than as an assistance to 
the banks of the country, the more so 
because its existence opens the way for 
such recommendations as have con- 
stantly been offered, since the opening 
of the present administration, looking 
to nationalization of the system.” 

One hesitates to express agreement 
with so radical a statement, but the 
System has been made a constant target 
on the part of reckless demagogues and 
crackpots, the gold reserves which it 
was organized to mobilize and safeguard 
for the member banks have been stolen 
from it by the Government, and I have 
myself thought that the country might 
have been better off if the System had 
never existed, that the people of the 
United States were not yet far enough 
advanced in financial civilization to 
appreciate or support a rational central 
banking system. 

Not all of the striking criticism is 
from the pen of Professor Willis. 

The book is the fruit of elaborate 
studies carried on in 1932-33 by the 
authors and editors and their graduate 
students at Columbia University. Twelve 
persons besides Professor Willis and 
Professor Chapman appear as authors 
of chapters. The 26 chapters are 
grouped in six parts. 


INTERNATIONAL 


People at Work. By Frances Perkins. 
The John Day Company, New York. 
Reviewed by E. M. Burns. 


““TJEOPLE at Work” is important 

for the light it throws both on the 
probable labor policies of the Govern- 
ment and on the personality of the 
Secretary of Labor. The factual con- 
tent of the book, which summarizes 
the outstanding developments in Amer- 
ican labor history especially during the 
present century, although very read- 
able, offers little that is new. 

Miss Perkins reveals herself as an 
optimistic idealist. More striking even 
than her passionate desire for better 
conditions for the workers of America 
is her supreme faith in the fundamental 
rationality and generosity of all men 
and all economic classes. It is this faith 
which causes her to expect so much 
from “prevention of unnecessary con- 
flict by cooperation and honourable 
conference,” and to place so much 
reliance on “the establishment of pro- 
fessional standards in industrial man- 
agement” and on what she persists in 
calling the “American way” of group 
discussion (overlooking apparently the 
long tradition of collective bargaining 
on industrial matters in such countries 
as England). 

Miss Perkins is an advocate of the 
expansion of purchasing power as a way 
out of the depression but gives no more 
indication than other advocates of this 
policy of the methods of bridging the 
interim period in which costs mount be- 
fore markets expand. She fails to con- 
sider what steps the Government can 
take if bankers fail to cooperate (there 
is indeed a conspicuous absence of dis- 
cussion of the relations of the financial 
world to the reforms she advocates), 
and, although rightly suggesting that 
the public works program is a device 
for priming the pump, she pays surpris- 
ingly little attention, in explaining the 
revival between March 1933 and 1934, 
to perhaps the most effective priming 
supplied by the Federal Government— 
the C.W.A. and relief expenditures. 


WASHINGTON BOOKS 
Several members of the Administration 
have written books and booklets during 
the last few months, explaining their 
own and Mr. Roosevelt’s ideas. A book 
by Secretary of Labor Perkins is re- 

viewed on this page 
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A Return of Normal Lending 


RANCIS M. LAW, President of the 

American Bankers Association, in a 
recent radio address over a nationwide 
hook up, said banks needed loans for 
revenue purposes and that with con- 
fidence in banks largely restored they 
were naturally turning to a more nor- 
mal lending policy. 

“Bankers at this time,” said Mr. 
Law, “are very properly viewing the 
credit needs of business with serious 
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and sympathetic consideration. Appli- 
cants for loans are not always familiar 
with the rules governing bank credit 
and constructive and interested help on 
the part of the banker will bring about 
the making of many additional loans, 
and without doing violence to any prin- 
ciple of good banking. This sort of 
thing is in general practice in the banks 
today.” 

No one, Mr. Law asserted, would 


For a prospectus pre- 
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with the provisions of 
the Securities Act of 
1933, write to Ad- 
ministrative and Re- 
Corporation, 
15 Exchange Place, 
Jersey City, N. J., 
or to authorized deal- 


search 


ers in principal cities. 


4% 


advocate the making of unsound loans 
by banks, for the creation of a large 
volume of such credit would not only 
weaken the banks but would prolong 
the depression and cancel some of the 
gains already made. 

“Tt is to be earnestly hoped,” he said, 
“that no banker will yield under the 
pressure of his desire for earnings, or 
for any other reason, and make loans of 
the wrong sort. John Ottley of Atlanta 
in a recent address said: ‘The plan of 
lending freely and hoping for the best 
has never proven wise.’ 

“There are many needs for credit of 
kinds which are not within the province 
of commercial banks to meet. Likewise 
there are many types of credit, but 
there are also many types of credit 
facilities available—enough, it would 
seem, to meet the requirements of all 
classes of worthy borrowers.” 


IN TIME OF CHANGE 


CERTAIN basic principles in sound 
banking must be held even in this 
period of change, but the progressive 
banker, Mr. Law pointed out, “must be 
responsive to changing conditions and 
he must be active in seeking proper op- 
portunities to meet the sound needs of 
his customers.” 

Repeated assurances have been given 
by the Administration, that it has no de- 
sire to continue Government lending a 
moment longer than necessary and that 


| the Government will gladly give way 
| to banks and other lending institutions 


as soon as possible. 

“This, of course,” Mr. Law said, is 
as it should be and we are all earnestly 
looking forward to the time when 
private initiative and enterprise shall 
have recovered its vitality sufficiently 
to throw Government crutches away.” 

In past depressions the real expan- 
sion in bank credit has always come 
after general business revival was under 
way and not before. The number of 
good risks, President Law asserted, is 
increasing daily and never has there 
been such competition for good loans. 

“Every sound business in the coun- 


_ try today,” he added, “can get what 
| money it needs.” 


Bank credits will increase and money 


| will go to work as soon as business 
| men get over their disinclination to 
| borrow, ‘‘and this will be,” said Mr. 


Law, “when they begin to see profits 
within their reach.” 


[ 
| 
| 
| 
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4 | | 


AMERICAN BANKERS ASSOCIATION JOURNAL, August 1934 


Dearth of Good Loans 


ewan have not expanded their 
commercial loans simply because 
there have not been enough good bor- 
rowers and enough good business prop- 
ositions requiring loans to effect the 
desired expansion, said R. S. Hecht in 
an address before the joint session of 
the North and South Dakota Bankers 
Associations at Deadwood, South Da- 
kota. Mr. Hecht is chairman of the 
board of the Hibernia National Bank 
in New Orleans, Louisiana, and First 
Vice-President of the American Bank- 
ers Association. 

“The basic requisite to the expansion 
of commercial bank loans,” said Mr. 
Hecht, “is sound, normal business con- 
ditions on which to conduct sound, 
normal banking operations. The best 
business a bank can wish for is the op- 
portunity to loan money to successful 
business men and manufacturers im- 
bued with confidence to enter upon 
aggressive business enterprises and en- 
dowed with the ability to bring them 
to successful conclusions. Such loans 
mean business activity for the commu- 
nity, growing payrolls and prosperity, 
and the banker wants to make them 
because to be identified with such 
activities not only means profits to 
him but, additionally, brings him the 
reward of good will in his community. 


THE BANKER’S PROBLEM 


“HOWEVER, the banker himself 
cannot create these enterprises and one 
of his major problems is, and has been, to 
find sufficient borrowers who needed 
funds for seasonal temporary purposes 
as distinguished from capital or long 
time requirements. 

‘Perhaps there is no better proof of 
the great desire of banks to take care 
of the short term requirements of the 
business world than to point out the 
abnormally low rates at which this de- 
mand is being supplied at the present 
time. On the other hand it stands to 
reason that as long as the business 
world continues to be worried about the 
nature and extent of the changes that 
still lie ahead, and as long as there re- 
mains serious uncertainty as to the 
value of the dollar in which loans made 
now would have to be repaid later, 
capital will lack courage and the busi- 
ness man will lack both the confidence 
and the enthusiasm which is so neces- 
sary for a revival of business and a 
return to more normal conditions. And 
under these circumstances the bankers 


cannot well be blamed for pursuing a 
safe, conservative policy.” 

Mr. Hecht spoke of the “splendid 
cooperation” which President Law of 
the Association has had from the White 
House “in every constructive move he 
has made,” and of the improved rela- 
tions between the Washington Admin- 
istration and the banking fraternity. 

“T hope,” he continued, “that this 
more cordial relationship will not be 


disturbed and that we shall continue to 
be welcome at the White House to ex- 
press our views on the principles of 
sound banking, even if our ideas are at 
times in conflict with those of the Ad- 
ministration. On the other hand we owe 
it to ourselves and to the President not 
to oppose, as our Association has so 
frequently been accused of doing, every 
proposal of banking legislation and ev- 
ery departure from the old order.” 
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Efficient Taxation 


ONFRONTED as the country is by 
the highest tax levies in history, a 
more scientific approach to the problem 
of taxation is necessary if a drying up of 
sources of income is to be avoided. 
Bankers have a double interest in 
this problem, first as taxpayers and 
second as holders of vast sums in 
Federal Government and municipal 
bonds, and will find interesting the sug- 
gestions on the subject advanced by 


Mark Graves, taxation authority, in his 
recent address before the Convention of 
the New York State Bankers Associa- 
tion. 

While it is impossible to segregate 
completely the functions of government 
and the sources of tax income as be- 
tween the central government and the 
vast array of tax-assessing bodies in the 
various states, certain types of taxation 
logically lie within the exclusive prov- 


We Solicit Your 


Western New York Business 


For seventy-eight years, we have rendered 
eminent and satisfactory service as financial 
agents in the Western New York territory. 
We solicit the handling of your affairs in this 
locality. Fully equipped in all departments 
of banking and municipal securities. 


Manufacturers and Traders 
Trust Company 


Buffalo, N. Y. 


STATEMENT OF CONDITION 
June 30, 1934 
RESOURCES 


U. S. Government, Municipal and Corporation Bonds 
Banking House. . 

Furniture and Fixtures 

Customers Liability Under Letters of Credit 

Interest Earned but not Collected 


$42,398,784.08 


$1,250,000.00 
1,225,000.00 
50,000.00 
269,641.60 
138,081.93 
1,000,000.00 


Capital Stock, Common 
Capital Stock, Preferred 

Undivided Profits 


Customers Letters of Credit 
Special Deposits 
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The Omaha National Bank 
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ince of the former, while there are yet 
others which should be levied by them 
with the resulting income shared with 
the several states. 

This is particularly true of indirect 
taxes. The taxes on tobacco, liquor, 
motor fuel and other forms of sales 
taxes all come under this head. 

In recent years, there has been a 
growing tendency on the part of the 
states to intrude in these fields of taxa- 
tion. Tobacco taxes are now being col- 
lected by 15 states, as well as the Fed- 
eral Government. Motor fuel taxes at 
the present time are being collected at 
different rates by different states, re- 
sulting in bootlegging and shipments 
across state lines to evade higher taxes, 
whereas if the Federal Government 
levied a uniformity tax of 4 cents a 
gallon and divided 75 per cent of its col- 
lections from this source with the states 
on a registered motor vehicle basis, this 
problem would.be eliminated and uni- 
formity would succeed confusion. 


LIQUOR, MANUFACTURER’S 


LIQUOR taxes are of two sorts: volume 
and license. The latter is a state func- 
tion, the former a Federal function, and 
Mr. Graves points out the advantages 
of an arrangement whereby volume 
taxes be collected by the central Gov- 
ernment and rebated to the extent of 
50 per cent to the states on a population 
basis, to avoid the present heterogen- 
eous levies which play into the hands of 
the bootleggers. 

Mr. Graves also suggests a revision of 
the present arrangement for the levying 
of personal and corporate income taxes 
that will be fairer to the states, and a 
manufacturer’s sales tax, also to be 
shared with the states, to offset the de- 
creased income of the Federal Govern- 
ment from the former source. The indi- 
vidual taxpayer, according to Mr. 
Graves, receives more than 60 per cent 
of his governmental services from the 
state and community, and there is 
therefore an unfairness in the present 
set-up which gives the lion’s share of in- 
come taxes to the Federal Government. 
An integration of all state and Federal 
personal income taxes and a sharing of 
the sums collected on a 50 per cent basis 
would be more equitable, while a man- 
ufacturer’s sales tax would make good 
to the central Government its sacrifices 
in this respect. Corporation taxes should 
also be included in such a revised 
arrangement. 
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The Dark Tax Cloud 


On July 5, Orval W. Adams, vice-president of the Utah State National Bank, 
Salt Lake City, discussed ‘*The Tax Problem and Its Relation to Banking”’ 


Largest and Leading 
Southern California 
Bank 


before the Fourteen Central States Bankers Conference at Rapid City, S. D. 123 Branches in 


Because of current interest in the possible effects of New Deal taxes on capi- 
talism in America the JOURNAL prints excerpts from Mr. Adams’ address. 


ROM the standpoint of taxation 
Pie we reached the day of Arma- 

geddon? Has the hour arrived when 
we, as citizens of this commonwealth, 
are called upon to decide our destiny; 
to determine whether we shall control, 
or suffer confiscation; whether we shall 
perpetuate civilization, or invite col- 
lapse? 

It is my opinion that that day has 
arrived and that we are now in the 
midst of one of the greatest economic 
conflicts in which society has ever been 
involved and that what you and I and 
the citizens collectively decide on this 
question will determine the fate of rep- 
resentative government. 

With that challenging question be- 
fore us, let us analyze calmly and dis- 
passionately the actual situation which 
confronts us. 

The Government and all its polit- 


Southern California. 
Each Branch pre- 
senting the Strength 
of the whole Bank. 


ECURITY - FIRST 


ical subdivisions under which we live NATIONAL BANK 


are spending annually $14,700,000,000 / or Los ANGELES 
which represents approximately 37 per 
cent of our total national income. While 
this is far beyond our ability even to 
estimate or imagine, this thing we can 
understand: that it is far beyond our 
ability to meet. It is not for us to deter- 
mine whether we shall permit confisca- 
tion, because it is already here. It is 
already upon us. How, and when, shall 
we bring to bear all our power, concen- 
trate all our intelligence to call a halt 
to such wild abandon? 

But that is only half the picture. 
While we are spending $14,700,000,000 
to meet the obligations of government, | 
we are paying out of our current taxes | 
only $7,975,000,000 annually. But what 
of the balance? That is the legacy which 
we are transferring to the future genera- 
tions as an impressive evidence of our | 
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solicitude for their well being. So, at 
the present rate of spending, those who 
follow us will be obliged not only to 
assume the current expenses of govern- 
ment—if government they still have— 
but the nearly $7,000,000,000 of in- 
debtedness which we have authorized 
annually to pay for the government of 
our day. 

And so, to be precise, this country 
can soon claim the doubtful honor of 
being the heaviest taxed people in the 
entire world, and the heaviest taxed of 
any people in any time of the world’s 
history. 

And then to think that we are in- 
creasing these taxes at a time when we 
are slowly emerging from a low ebb of 
ability to pay and virtually placing a 
brake on the energy and efforts that 
are being put forth to bring us back into 
the sunlight of economic recovery! 

In 1913 our tax bill was $22 per 
capita; in 1933 it was $70. In 1913 the 
public expenditures per capita were $30 
and in 1933 they had grown to $120. 
Public expenditures for the fifteen 
years ending 1929, doubled our rate of 
income and since then new dizzy heights 
have been reached, while income has 
fallen one-half. Public debts of all our 
governmental sub-divisions now total 


$43,000,000,000. This is $343 per cap- 
ita as compared with only $50 in 1913, 
or, put in terms of the average family of 
five, $1,715 now as compared with $250 
in 1913. It is also a distressing fact that 
in 1933, as compared with 1913, on a 
per capita basis, taxes were 220 per cent, 
governmental costs 300 per cent, and 
public debts 600 per cent increased. 
And while we were employing this 
extravagance in spending, our income 
lowered 7 per cent. 

What further argument do we need 
for an aroused citizenship when we 
discover that today one-fourth of the 
entire national income is absorbed by 
taxes and 37 per cent of the national 
income expended by our half million 
governmental agencies, and millions 
of our population practically wards of 
a benevolent government! Can you 


Responsibility 


HIS is not an overdrawn picture. 

It is no attempt to create hysteria. 
It is a cold, deliberate, dispassion- 
ate statement of a serious, menacing 
situation and it ill becomes us to place 
the burden for this condition upon pub- 
lic officials. We, ourselves, are to blame. 
We are the ones who guard and analyze 


every dollar which goes out of our. 


pockets for private purposes. We watch 
our daily expenditure sheet, we check 
and re-check on proposed expenditures 
with painstaking care. In all our domes- 
tic relations we bargain and haggle in 
our purchasing. We save a penny here 
and a penny there. And yet we, the 
same citizens, the same heads of fam- 
ilies, the same executive officers of 
business and industrial institutions, 
disregard completely the billions of 
dollars that are extracted from the other 
pocket for government purposes. 
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recite a single instance when such 
extravagance has escaped disastrous 
consequences? History is replete with 
examples of collapse of the visionary 
schemes of public spending which we 
are, now employing without limit and 
apparently with little concern. 

There has probably been no nation 
on earth whose tax burden has reached 
such a pinnacle, and that, too, in a time 
of general depression. While business 
and industry and all private enterprise 
is making its readjustment—establish- 
ing lower prices, doing business at lower 
costs, cutting corners, eliminating non- 
essentials, we have at the same time 
the other picture of government— 
Federal, state and local—ignoring all 
economic principles with an apparent 
determination to exact the last dollar 
from the pockets of the taxpayers. 


been consulted. In fact, we have rather 
refused to be disturbed or annoyed by 
the expenditures amounting to a mere 
eight and one-half billion dollars. We 
have invited public officials to use their 
own judgment, leaving them to build 
up their political machines at our ex- 
pense. This has been done with our 
knowledge and with our tacit consent. 

So let us place the blame exactly 
where it belongs—with ourselves. You 
men should set out to lay a staying 
hand upon the extravagance in public 


Let us bear in mind that when we == 


speak of government, we speak of our- 
selves. Let us not, therefore, speak of 
government as “they” but we. Then, 
perhaps, we shall come to the sober 
conclusion that public affairs, after all, 
are private affairs. 

If, then, we taxpayers and bankers 
who so carefully manage our private 
affairs would only devote some of our 
business ability to a consideration of 
public expenditures, what tremendous 
savings would result! We must bear in 
mind that we have almost completely 
ignored what is going on in government 
circles. We know little about how the 
money is being spent in our community, 
by our local officials. We have never 


KUHN IN THE INDIANAPOLIS NEWS 


This cartoon, one of many recent ones 
on taxation, was titled ““Coming From 


All Sides”’ 


82 
ROSS F 
So 
z 
|S 
leas, hy, | 


AMERICAN BANKERS ASSOCIATION JOURNAL, August 1934 


affairs and to take that money and put 
it to work in profitable business chan- 
nels that will provide employment over 
a wider range than the government can 
possibly provide. It is your obligation 
to study government finance. 

As is well known, government super- 
vision means political supervision and 
political control is notoriously ineffi- 
cient. There is no form of government 
—Federal, state or local—that could 
not operate at a fraction of its present 
costs. And why? Because at the present 
time there is little incentive on the part 
of public officials to save. In fact, they 
are really encouraged to spend, to take 
on new activities, to enlarge their scope, 
to entrench themselves and to establish 
their names permanently upon the 
public payroll. That is only human and 
we have before us the picture of what 
happens under such a régime. 

No one objects to a certain amount 
of taxation. We need government. We 
need public improvements. We need 
protection. We need culture, refinement 
and all the other things that add to the 
joy and happiness of life. We most cer- 
tainly are obligated to furnish relief to 
the worthy needy. But when public 
spending becomes an obsession and a 
mania—the point which it has now 


reached—it is a distinct menace not | 
only to business but to our civilization. 

Every man in business knows that 
profits, incomes and earnings are down 
between 50 and 60 per cent of where 
they were several years ago. Our dollars | 
are harder to get, and yet, even during | 
this distressing time, public expendi- | 
tures have reached heights heretofore 
undreamed of. Can any one of us give 
any consistent reason why more money 
should be spent for taxes at a time | 
when every dollar is more difficult to 
earn, except it be, perhaps, for relief 
purposes? It flies in the face of all | 
economic law and insults common sense. | 

The greatest difficulty is the lack 
of co-ordination between all our gov- | 
ernmental agencies. Each one is in- 
dependent in its own realm. In every 
state in the union there are hundreds 
(and in some cases, thousands) of these 


independent agencies. In some cases | 
there are limitations upon which one | 
agency may spend, but there is no lim- | 


itation which all these agencies com- 
bined must respect. The state spends, 
each county spends, each school district 
spends, each town, city and village 
spends. And then all the other special 
methods of taxation—all the indirect 
taxes—combine to increase the burden. 


Diminishing Return 


vg us not delude ourselves that any 
of us are exempt from taxation. It 
doesn’t matter whether we are, or are 
not, owners of property. Everything 
you buy—a suit of clothes, a pound of 
butter, every time you take a ride, 
every time you buy a gallon of gasoline, 
every time you buy any service or 
commodity of any character, you pay 
taxes. A thousand little streams and 
rivulets from a thousand sources are all 
flowing into the great, mammoth stream 
of taxation. 

And despite the fact that practically 
every source of revenue is taxed, we 
have the idealist and tax reformer and 
the tax spender, all united in finding 
new tax worlds to conquer—more pock- 
ets out of which they can extract more 
money, since they apparently have 
exhausted all they now possess. 

We must beware of catch phrases. 
They are as dangerous as they are 
seductive. You cannot put excessive 
burdens upon capital investment and 
thereby hope to benefit the poor, for 


once you destroy industrial and busi- 
ness expansion you bring about an era 
of unemployment which brings pov- 
erty in its wake. In other words, the 
seed wheat is destroyed. Capital is ex- 
tremely sensitive. It will not invest 
where it cannot prosper. It will abandon 
enterprises and will hide from public 
view and will seek every means of es- 
cape from the tax collector. 

High taxes not only confiscate the 
purchasing power of the consumer, but 
they also deaden all forms of enterprise 
upon which all prosperity depends. 
And with our full knowledge that we 
have bonded beyond our ability, we 
continue to commit the crime of con- 
tracting new obligations. Despite all 
the warnings, we indulge in reckless 
appropriations. 

Think of the tax delinquencies 
throughout the country at the present 


time! The fact is that much of our | 
property could now be taken over by | 
local government and if the signals are | 


not observed and the warnings heeded, | 
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June 29, 1934 
Directors of General Mills, Inc., announced 
today declaration of the regular quarterly 
dividend of 75c per share upon the common 
stock of the company, payable August 1, 1934, 
to all common stockholders of record at the 
close of business July 16, 1934. Checks will 
be mailed. Transfer books will not be closed. 


(Signed) KARL E. HUMPHREY, 
Treasurer. 
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we may confidently look forward to the 
increase of tax delinquency to a point 
that will threaten solvency. 

And why should people pay taxes on 
property when the taxes exceed the in- 
come from such property? Would you 
and I buy a farm upon which the in- 
come is $1,000 per year when the taxes 


exceed that amount? Yet that is exactly 
what the government is now exacting 
from you and me. It is estimated that 
every time we pay rent at $40 a month, 
the landlord must turn $8 over to the 
government. Why, then, should men 
build apartment houses when the mar- 
gin of profit is exacted from them? 


Effective Control 


E bankers and taxpayers must de- 
vise ways and means of exercising 
a controlling interest over these public 
expenditures, to reduce the costs of 
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public service, to put taxation on a 
business basis. Can we do it? Yes— 
whenever we put forth the required 
intelligence, energy and determination, 
plus an abundance of courage. It will be 
done whenever the taxpayers can bring 
about a public sentiment that will over- 
whelm the traditional attitude of mind 
built up by those who are the bene- 
ficiaries of the present system of ex- 
travagance. 

No public officials, or group of public 
officials, should be granted the privilege 
to place their own price upon govern- 
ment operations. They should not be 
permitted to build up their own budg- 
ets, establish their own levies or to have 
it within their power to establish their 
own limitations upon bond issues. All 
of these rights inhere in the people, the 
taxpayers themselves. 

We have not begun to open our eyes 
too soon to the dangers of this situation. 
It is one of the encouraging signs of the 
day to discover an aroused public 
opinion against the continuance of this 
orgy of spending and extravagance. 
But not mere enthusiasm or protesta- 
tions will relieve the situation. This 
attitude of mind must be organized. 
An effective weapon must be created 
that will challenge the further invasion 
upon the rights of the taxpayers. These 
organized movements represent the 
only hope of the country. 

It has been my privilege for several 
years to be identified with some such 
movement and since I am more familiar 
with that than other activities of sim- 
ilar nature, may I tell you what is now 
taking place in my own state of Utah? 

The Utah Taxpayers Association 
has laid the foundation for complete 
control of expenditures for public pur- 
poses. It has dared to do what the in- 
dividual would hesitate to undertake. 
It has met tax spending bodies and de- 
manded relief. It has not done this by 
the presentation of generalities, but in 
a definite, systematic manner the or- 
ganization, through its excellent re- 
search department, has ascertained the 
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facts and these facts have been its most 
potent weapon. It has shown how state 
government can function effectively at 
less cost. These facts have been pre- 
sented to state officials. They have de- 
manded reforms. They have continued 
to raise their voice against the continu- 
ation of leaks, top-heavy administra- 
tion, misapplication of public funds 
and all the other things that go to make 
for public extravagance. They have 
met with the legislature, studied the 
proposed budgets, pointed out ways 
and means of doing all that is required 
at less cost. 

I know of no public service that is 
yielding greater returns than that per- 
formed by the taxpayers in our state. 
We are watching the other pocket as 
well as we are watching the expendi- 
tures that go out for the things that 
apply to home and business affairs. It 
is that pocket out of which the eight 
and one-half billion dollars is extracted 
annually and of which amount the tax- 
payers of Utah are expected to pay their 
portion. 

We should go back to the policies 
and principles that have thus far made 
us great: stop petitions for public im- 
provements far beyond our means to 
afford; realize that we cannot solve our 
problems of governmental finance by 
easy expedients, and have the courage 
to admit that there is nothing that can 
take the place of collective thrift, self- 
denial and intelligent citizen participa- 
tion in the processes of government. I 
would not have our people practice par- 
simony, but I would have them exalt 
economy in governments as well as in 
individuals. I would place the welfare 
of the many above that of the few. I 
would attempt to limit expenditures 
everywhere and at all times to the 
ability of the people to pay. I would at- 
tempt to prevent further growth of the 
per capita debt that hangs like a threat- 
ening mortgage over every home and 
every farm, and I would curtail in every 
unnecessary public expenditure until 
the per capita burden is, in a large 
measure, lifted from the backs of the 
producers of our country. 

And, finally, I would adopt as the 
fundamental policy to which all govern- 
ment action must conform, the prin- 
ciple that good government cannot exist 
with impaired or threatened credit and 
a constantly increasing tax burden. 

Already the groans of the tax bur- 
dened people are becoming audible. We 
are numbered among them. What a 
challenge to our intelligence, our cour- 
age and our patriotism! 

Armageddon is here. Our fate lies in 
our own hands. 


al 
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Events and Information 


OR six decades the Annual Con- 

vention of the American Bankers 

Association has been more than a 
meeting for discussion of banking prob- 
lems. It has been, rather, a forum of 
national affairs and trends. 

The period covered by the Associa- 
tion’s history is the period of America’s 
rise to the status of a world power. It 
saw the tremendous industrial develop- 
ment, the solidification of political lines, 
the halt in westward expansion, experi- 
ments with imperialism, far-reaching 
economic and social changes, the be- 
ginnings and extension of governmental 
control over business and industry. 

In this period there have also occurred 
the inevitable cycles of prosperity and 
depression, the constant procession of 
new theories and new issues, the rise 
and fall of leaders. Sectionalism, with 
its struggles over tariffs and free silver, 
left its imprint on the country’s politi- 
cal and economic thought. Regulation 
appeared in the forms of ‘trust bust- 


Washington 


October 22-25 
1934. 


ing’’, civil service and Federal protec- 
tive measures against trade abuses, 
rather pallid forerunners of the “new 
deal”. Labor organized itself into a 
powerful element of the nation’s econ- 
omy. Two wars left intricate problems, 
many of which are still unsolved. 

Closely interwoven through this back- 
ground was the growth of banking it- 
self: the encouragement of the thrift 
on which credit is built, the financing 
of industry and government. 

Each Association Convention has re- 
flected accurately the problems of its 
particular time, but never have issues 
been so complex as those offering them- 
selves for consideration at the Sixtieth 
Convention which will be held in Wash- 
ington, October 22-25. 

The trends now confronting the coun- 
try in general and 
banking in particu- 
lar demand theclose, 
impartial study 
which can best be 
given, perhaps, in 
the nation’s capital 
where many of them 
are centered for the 
moment. 

Bankers have dis- 
agreed with much 
that has been done 
in the last year and a 
half, but there has 
been no dispute as to 
purpose and no lack 
of cooperative ef- 
fort. Everyone seeks 
the return of a rea- 
sonable prosperity 
and everyone is will- 
ing to work toward 
that end. 

That, in brief, is 
why it is of great im- 
portance for bankers 
to go to Washington. 


Columbus statue at the Union Station 


In the foreground, New Willard Hotel, Convention 


headquarters 
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= may obtain copies 
of this small book by writing 
to the JOURNAL. 


THE title tells what it is and 
the only other thing that need 
be said about it is that it con- 
tains information which most 
bankers have wanted at some 
time or other, namely, answers 
to questions which depositors 
ask about life insurance. 


BY direct inquiry the JOURNAL 
obtained from banks the ques- 
tions most frequently asked. 
These were submitted to twenty 
life insurance companies. 


THE book is written from the banking point of view and is extremely 
practical from any point of view. 


IN writing to the JOURNAL please state the name of the person to whom 
the book should be addressed and indicate if more than one copy is 
required. 


FOR the present there is available only one book for each reader mak- 
ing a request, although some additional copies may be obtainable later. 
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His Summer Chores 


BROWN IN THE NEW YORK HERALD TRIBUNE 


The Ensnarement of Gulliver 


a INNS 


CONVENTION 
CALENDAR (1934) 


A.B.A. Meeting 


Oct. 22-25 A.B.A. Convention, 
ton, D.C. 


State Associations 


Wyoming Bankers Association, 
Lander. 

Delaware Bankers Association, 
Rehoboth. 

Sept. 12-13 Kentucky Bankers Association, 
Louisville. 

Nebraska Bankers Association, 
Lincoln. 


Washing- 


Aug. 31- 
Sept. 1 
Sept. 6 


Nov. 8-9 


Other Financial 


Bankers Association of the Caro- 

linas, Asheville, N. C. 

Aug. 27-31 American Bar Association, An- 
nual Meeting, Milwaukee, Wis- 
consin. 

Sept. 10-13 Financial Advertisers Associa- 
tion, Hotel Statler, Buffalo, New 
York. 

Sept. 13-15 Maine Savings Banks Association 
& Massachusetts Savings Banks 
Association (joint convention), 
Poland Springs House, Poland 
Springs, Maine. 

Sept. 17-19 Morris Plan Bankers Association, 
Westchester Country Club, Rye, 
New York. 

Sept. 19-20 Connecticut Savings Bank Asso- 
ciation, Norwich Inn, Norwich. 

Oct. 18-19 Savings Bank Association of New 
York, Waldorf-Astoria Hotel, 
New York. 

Oct. 24-26 U. S. Building & Loan League, 

New Orleans, Louisiana. 


Aug. 6-8 
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Interest 
Rates 


commercial banks has had a reac- 

tion upon the postal savings sys- 
tem, and things therein are not going so 
well. Deposits in the system, after a sen- 
sational growth in 1932 and 1933, have 
remained almost stationary since the 
beginning of the current year, showing a 
recession of a little over $3,000,000 from 
the high point of $1,208,800,000 last 
December. The halt in the growth of 
deposits is significant, in view of the 
incidence of deposit insurance in com- 
mercial banks with the beginning of the 
decline and the opinion of the Comp- 
troller of the Currency that the opera- 
tions of the Federal Deposit Insurance 
Corporation rendered a continuation of 
the postal savings system unnecessary. 

Excess funds in the commercial 
banks, however, have interfered with 
the disposition of the postal savings 
deposits. Under the law and by adminis- 
trative practice the postal funds are de- 
posited in commercial banks—in the 
same locality as far as possible, but in 
any event in banks. To secure these de- 
posits commercial banks must deposit 
with the Federal Treasury interest bear- 
ing Government securities or securities 
of the Philippine Islands and the Dis- 
trict of Columbia which are taken at 
their face value; obligations of the states 
and territory of Hawaii at their market 
value but not above par; or bonds of 
cities, counties and other tax supported 
securities of this class under certain limi- 
tations. They must also pay 214 per 
cent interest. All these conditions were 
laid down at a time when commercial 
banks were earning from 5 to 7 per cent 
interest on their funds. At present most 
of them are not earning enough to pay 
the Government interest on the postal 
deposits, much less to cover the expense 
of securing the necessary collateral at 
present high prices. 

The result is that many banks are re- 
fusing to use the postal savings deposits 
and the latter are thrown back upon the 
postal authorities for deposit in the 
Federal Treasury or for investment. 
The indisposition of commercial banks 
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ONE.DOLLAR WILL OPEN AN INTEREST-BEARING ACCOUNT 


Any person ten years old or over may start an account, 
A married woman may deposit in her own name, 


Any number of 


may be and at any time, until the 


balance to the credit of a depositor amounts to $2,500. 
Deposits may be exchanged for United States bonds of small 
denominations. 


Withdrawals may be made at any time. 
Postal Savings Stamps may be purchased at ten cents each. 


THIS POST OFFICE IS A POSTAL SAVINGS DEPOSITORY 
were at the window ar Postal Savings business is transacted 


further information. 


to use the postal funds has been mani- 
fest for months. Ordinarily the postal 
system places about 85 per cent of its 
deposits in commercial banks. By the 
end of last year the percentage had 
fallen to 81. There was an increase in 
funds thrown back upon the Treasury 
during the first quarter of the current 
year, but the figures have not been 
given out. In the second quarter the 
funds refused by the banks amounted 
to $187,908,000 net at which rate, not 
including any decrease during the first 
quarter, the proportion of postal sav- 
ings funds in commercial banks had 
fallen to 66 per cent. 

In the past few weeks this situation 
has become acute. Back in 1930 postal 
savings deposits with the Treasury often 
were less than a million dollars. In 1931 
and 1932 they ranged higher, usually 
between ten and 20 million dollars. A 
year ago they ranged nearer 30 million 
dollars and by the close of the year 
reached $51,899,335. On the 15th of 
June they amounted to $80,570,673. 
The trustees of the system then bought 
a special issue of 2 per cent Treasury 
five-year notes in the amount of $35,- 
000,000 and an unnamed amount of 
Federal farm loan bonds, so that the 
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balance on deposit on June 30 was $7,- 
186,737. By July 9, however, they had 
again risen to $39,744,720 and at last ac- 
counts were increasing at the rate of 
$30,000,000 a week. 

This state of things, of course, upsets 
the entire theory and policy of the 
postal savings system, which have been 
to collect money from timid depositors 
fearful of all but a government institu- 
tion and deposit it in commercial banks 
where it can be used for commercial and 
other credits. Under present conditions, 
theory has given way to practical neces- 
sity. Instead of putting money intocom- 
mercial channels the Goyernment’s 
bank is putting it into financing the 
Government. 

The situation suggests a possible low- 
ering of interest charged commercial 
banks for postal deposits, but, since de- 
posits in the postal savings system draw 
2 per cent per annum by law and a mar- 
gin of one half of one per cent is nor- 
mally necessary to cover the cost of 
operation of the system, a change in the 
charge against banks seems impracti- 
cable. There is little doubt that lowering 
the interest rate paid depositors would 
result in large withdrawals from the 
postal savings system. 
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